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JUDGE HAYNES: Pursuant to the direction of the
I1linois Commerce Comm ssion, | now call
Docket 10-0527. This is the petition of
Commonweal th Edi son Conmpany for approval of the
alternative rate regul ation plan pursuant to
Section 9-244 of the Public Utilities Act.

May | have the appearances for the
record, please

MR. BERNET: On behalf of Conmmonweal th Edi son
Conpany, Richard Bernet, 10 South Dearborn,

Suite 4900, Chicago, 60603.

MR. RI PPI E: Al so on behalf of the petitioner,

Commonweal th Edi son Company, Gl enn Ri ppi e,
Carmen L. Fosco and Carla Scarsella of Rooney,
Ri ppi e and Rat naswamy, LLP, 350 West Hubbard,

Suite 430, Chicago, 60654.

MR. FEELEY: Representing Staff of the Illinois
Commerce Comm ssion, John Feeley, John Sagone,
Megan McNeill, Jennifer Lin, the Office of Genera
Counsel, 1640 North LaSalle Street, Suite C-800,
Chicago, Illinois 60601

MS. MUNSCH: Representing the Citizens Utility
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Board, Kristin Munsch, M u-n-s-c-h, and Christie
Hi cks, 309 West Washington, Suite 800, Chicago,
l1linois 60606.

MR. JENKI NS: Good nmorning. Alan Jenkins
representing The Conmercial Group, 2265 Roswel |
Road, Marietta, Georgia 30062.

MR. MOORE: Appearing on behalf of the Natura
Resources Defense Council, Stephen Moore of the | aw
firm of Rowl and and Moore, LLP, 200 West Superi or
Street, Suite 400, Chicago, Illinois 60654.

MR. COFFMAN: Appearing on behalf of AARP,

John B. Coffman, 871 Tuxedo Boul evard, St. Louis,
M ssouri 63119.

MR. BOROVI K:  Appearing on behalf of the People
of the State of Illinois, Janice Dale, Karen Lusson
and M chael Borovik, 100 West Randol ph, 11th Fl oor,
Chicago, Illinois 60601

MS. BALOUGH: Appearing on behalf of the Chicago
Transit Authority, Cheryl Dancey Bal ough and
Ri chard C. Bal ough, Bal ough Law Offices, LLC, One
North LaSalle, Suite 1910, Chicago, Illinois 60602.

MR. KELTER: On behalf of the environmental --
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on behalf of the Environmental Law and Policy
Center, Robert Kelter, 35 East Wacker, Suite 1600,

Chi cago, 60601.

MR. REDDI CK: For the Illinois Industrial Energy
Consumers, |IEC, Conrad Reddick, 1015 Crest Street,
Wheaton, Illinois 60189, and Eric Robertson of the

firm of Lueders, Robertson and Konzen, 1935 Del mar
Avenue, Granite City, Illinois 62040.

JUDGE HAYNES: Are there any further
appear ances?

Let the record reflect there are none.

Okay. s there -- are there any
prelimnary matters that need to be taken care of
or can we go ahead and call our first wi tness?

MR. RI PPI E: None that |I'm aware of, your Honor.
MR. BOROVI K: Your Honor, a question:

If a witness was schedul ed for today,
but cross was waived, do we want to hold off
entering testimony into the record or do we do that
at this time?

And | ' m speaking in particular of Roger

Col t on.
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JUDGE HAYNES: You know, however parties want to
work it. We could do that at the end of the day
today. A short day.

MR. BOROVI K:  Thank you, your Honor.

JUDGE HAYNES: Okay.

Okay. So M. Thomas is first.
Pl ease raise your right hand.
(Wtness sworn.)
CHRI STOPHER C. THOMAS,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY
MS. MUNSCH:
Q Good morning, M. Thonmas.
Coul d you pl ease --
A. Good nor ni ng.
Q " m sorry.
Coul d you please state your name and
pl ace of employment for the record.
A My name is Christopher C. Thomas. | amthe

policy director for the Citizens Utility Board.
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Busi ness address is 309 West Washington Street,
Suite 800, Chicago, Illinois 60606.

Q And do you have what's been marked as CUB
Exhibit 1.0, which includes Attachments 1.1 through
1.5, 1.5 being your affidavit? This is |abeled as
The Direct Testinony of Christopher Thomas on
behalf of the Citizens Utility Board.

A | do.

Q And | understand that there's one
correction that was made earlier to this today.
Coul d you describe that for us?

A Sur e.

On Page 23 of the testinmony, Line 5009,
the word "are" in that |ine should be changed to
the word "reflect."” So the whole sentence w l
read, This inmpacts customer bills because custoner
bills reflect the sumtotal over a defined period
of time of the anmount of energy consumed and the
whol esal e market price at the time that energy is
consumed.

Q And this testimny was prepared by you or

under your supervision and control ?
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A. It was.
Q And with the exception of that change, if
you were asked these same questions today, would

you give the same answers?

A. | woul d.
Q Do you have al so what has been marked as
Citizens -- CUB Exhibit 2.0, which is described as

The Rebuttal Testinmony of Christopher Thomas on
Behal f of the Citizens Utility Board?

A | do.

Q And was this testimny prepared by you or
under your supervision and control ?

A It was.

Q And if you were asked these questions
t oday, would you give the same answers?

A. | woul d.

MS. MUNSCH: Your Honor, we filed actually the
revised version of CUB Exhibit 1.0 reflecting the
change that he had made already on e-Docket today.
So that's been updated, and | believe it's been
served to the parties.

And so with that, we would ask for the
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adm ssion of CUB Exhibits 1.0 through 1.5 and CUB

Exhi bit 2.0.

JUDGE HAYNES:

And so when were the other

exhibits filed on e-Docket? Wat date?

MS. MUNSCH: The original ones -- |I'msorry,

your Honor .

CUB Exhibits 1.0 to 1.5 were filed on

November 9th, and CUB Exhibit 2.0 was filed on

December 22nd.

JUDGE HAYNES:

Okay.

MR. RI PPI E: No, your

JUDGE HAYNES:

CUB Exhibits 1.0,

|s there any objection?

Honor .

and 2.0 are admtted into the record.

(Wher eupon, CUB

Exhi bi t

1.1 through 1.5

Nos. 1.0, 1.1 through 1.5

and 2.0 were admtted into

evi dence as of this date.)

MS. MUNSCH: Thank you, your Honor.

And M.

cross-exam nati on.

Thomas

is avail able for

22



10

11

12

13

14

15

16

17

18

19

20

21

22

CROSS- EXAM NATI ON

al though the first two

the rest of the

BY
MR. RI PPI E:
Q Good morning, M. Thonmas.
A Good morning, M. Rippie.
Q | prom se that
questions will sound the sane,

cross-exam nati on wil

be different.

Woul d you agree with me, as you have in

prior cases, that under traditional regulatory

principles,

requi rement

prudent

A

cos

ConEd is entitled to a revenue

that reflects its reasonabl e and

ts in providing delivery services?

The opportunity to recover that revenue

requi rement, yes.

Q

And as always, I'mtrying to break it into

two questions. So let nme ask you the second one

and we'll s

ee if it works.

And woul d you agree

Comm ssion should set rates to

opportunity of recovering that

A

Yes.

also then that the
give it a reasonable

revenue requirement?

23



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Okay. So Step 1 is set the revenue
requirement, right? Step 2 is afford a reasonable
opportunity to recover it?

A. That's right.

Transl ate rates that afford the
reasonabl e opportunity to recover.

Q And you have consistently testified, |
believe, that those principles are axiomatic and
flow from |l ong-standing court decisions that you
cite in your testimny?

A. Yes. | think the two most commonly cited
are the Hope and Bluefield (phonetic) decisions.

Q Woul d you al so agree that charges for
delivery services should allow the electric utility
to recover the costs of providing delivery services
t hrough its charges to its delivery service
customers that use the facilities and services
associ ated with such costs?

A. Yes.

Q And would you also finally agree that those
recoverable costs include, quote, the costs of

owni ng and operating and maintaining transm ssion
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and distribution facilities, close quote?

A. Prudently incurred, yes.

Q And t hose quotations you generally
understand to be consistent with the Illinois
Public Utilities Act as you described in your

testinony; is that true?

A. That's true.

Q Okay. Now, in traditional rate-mking,
there are several reasons why there m ght be
di sputes about recoverable costs, agreed?

A. That's true.

Q One would be timng; that is, the costs
don't belong in the test year or the test year as
adj usted?

A. Or the measurenment period sel ected was
incorrect or inconpatible with other measurement
periods. That's correct.

Q Let's call those timng issues.

Anot her potential issue would be if the
utility claimed a cost of delivery service that

wasn't really a cost of delivery service; that is,

it was a cost of supply or it wasn't -- although we
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hope this never happens, it wasn't a cost at all?

A. Yeah, it wasn't categorized appropriately
or it was a fiction (sic). That's possible, yes.

Q Okay. Let's put aside those two issues for
a m nute. So we'll put aside the question of

whet her the costs are real costs of delivery
service and we'll put aside questions about tim ng.

Woul d you agree that it follows fromthe
principles that we discussed at the begi nning of
your cross-exam nation that, those two issues
aside, timng and reality, utilities under
traditional rate-making are entitled to rates that
give it an opportunity to recover -- |'ll make that
guestion much sinpler. Let me try it again.

The remai ni ng reasons, other than those
two categories we've excluded, why a utility would
not be entitled to a reasonabl e opportunity to
recover a cost would be if it was inprudent or
unr easonabl e?

A. That's correct.
Q Now, do you have an understandi ng of the

standard applicable to the question of prudence?
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A Generally, yes.

Q And Staff has described it in one way and
you' ve described it in your testinmony in another.
| "' m going to ask you sone questions about the
standard and see if you're on the same page as |
am at least in the main.

Woul d you agree that the Comm ssion has

defined prudence as the standard of care which a
reasonabl e person woul d be expected to exercise
under the circunstances encountered by utility

management at the time the decisions had to be

made?
A | believe that's correct.
Q And is it also true that reasonable

deci si on-makers could have differences of opinion

about what the correct decision was at that tinme?

A. Yes.

Q And the fact that one person would say yea
and anot her would say nay does not, in and of
itself, prove that the decision was -- a decision

was i nprudent ?

A. That's correct.
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Q And would you al so agree that in
determ ni ng whet her or not a judgment was prudently
made, only those facts of -- quote, only those
facts avail able at the time the judgement was
exercised could be considered hindsight reviewis
i mperm ssi ble, close quote?

A. That's right. lt's not a hindsight review.
It's only a review of what was known at the tinme.

Q Okay. So woul d you, given that principle,
agree that utilities should not be at risk under
traditional rate-making principles for subsequent
di sal |l owances of reasonable costs of projects that
were prudently undertaken when the program began?

A. Yes, | would agree, and |I think the
Comm ssion has noted that.

| believe there was an order in the
Peoples' -- the |ast Peoples' rate case that --

where the Comm ssion al most explicitly said that.

Q | wasn't quoting, but I"'m-- we're
t oget her.
So if an alt reg plan -- you understand
when | say "alt reg," | mean alternative
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regul ation, right?

A Yes.

MS. MUNSCH: (Unintelligible) as you propose
here or in general?

MR. RI PPI E: Ri ght now, |I'm just tal king about a
general plan as proposed under Section 9-244 of
the -- of the Public Utilities Act.
BY MR. RI PPI E:

Q So if an alt reg plan would allow recovery
of costs only -- sorry. Try that again.

So if an alt reg plan would allow
recovery of costs that were determ ned to be real
costs of service and were determ ned to be prudent
and reasonable at the time the programs were
approved, its cost recovery would be congruent with
t hat under traditional utility rate-making; is that
correct?

A Yes.

Q The tim ng m ght be different?

A. Yeah. That's correct.

Q Al'l right. Let's take the example that you

di scuss at Page 10, Lines 212 through 217, of your
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direct testimony -- that's CUB Exhibit 1 -- which
is the -- what's been referred to in this docket as
the EV pil ot.

You understand that to be a proposed
pil ot of electric vehicles for use by the utility
in this case, ComEd, right?

A. Yes.
Q Okay. Now, do you agree that under ComEd's
specific alt reg plan, if the Comm ssion believes

that that pilot is inmprudent based on the evidence

in this docket, it need not approve it? Right?

A. | believe that's correct.

Q And if the Comm ssion believes that the $5
mllion allocated to that pilot is unreasonable, it
need not approve that $5 mllion, right?

A. That's correct.

Q And in making those decisions, is it also

your understanding that the Comm ssion can consi der
all of the evidence available in this docket at the
time that the decision is being made?

A Yes.

Q And consistent with your earlier answer,
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you woul d not advocate that the Comm ssion go back
at a future date and apply a hindsi ght prudence
review to that pilot, would you?

A | think the prudence review there would be
slightly different. It would be how the Conpany
spent the nmoney that may have been previously
approved in this case.

| think there's still a question there
in my mnd, M. Rippie, of just because there is a
preapproval doesn't necessarily mean that whatever
t he Company did was necessarily a prudent thing --

a prudent thing to do.

Q | under st and.

A. It's different dimensions of the prudence
gquesti on.

Q But |I'm just tal king about the project
itsel f.

You woul d not advocate going back in
time and revisiting, based on | ater hindsight
i nformation, the decision to go forward with the
project?

A That's correct. "1l agree to that.
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Q The question that would remain in your m nd
is whether or not the Conpany did a -- speaking
colloquially, a reasonable job of inplenmenting the
programn?

A That's correct.

They coul d have made a procurenent
deci sion that some fol ks m ght disagree with, you
know, down the line, having -- |ooking back at what
t he Company did when they made the procurenment
deci sion, others m ght have made different

deci sions; and that that would be the open

guestion, | think, for a prudence docket.
Q So as long as the Comm ssion still had an
opportunity -- strike that, please.

So apart from the question of the
Company -- of how the Conpany inplenmented the
program -- never m nd. Let's take a slightly
different topic for a m nute.

There's a brief -- |1 want to understand
what we mean when we say -- or have a conmmon
under st andi ng of what we mean when we say an

expense is actually being used to supply delivery
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servi ces.
Do you have an understandi ng of the
commonly used and useful standard?

A Generally, yes.

Q Woul d you agree that the purpose of the
used and useful standard is to determ ne whether an
investment is, in fact, providing benefici al
service to custonmers and, thus, its cost is really
a cost of service?

A That's right. And | would add that it's
sized appropriately --

Q Okay.

A -- to provide that service. So that it's
not gol d-pl ated, so to speak.

Q In the delivery service docket that
recently had its hearing, 10-0467, the Staff
wi tness, M. Rockor (phonetic) gave a definition
and | want to make sure -- well, | want to see if
you agree with it.

He said that for plant to be used and
useful or an investment to be used and useful, it

must be necessary to provide services to custoners
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or economcally beneficial to custoners. | s that
an okay definition?
A. Yeah, | would agree with the definition
Q Okay. Now, |let's take a | ook at your
direct testimny, Page 13, Lines 276 to 278.

You testify there that utilities are
provided with a distribution monopoly in their
service territory because of the capital needs of
buil ding that infrastructure and the cost
characteristics of distributing electricity.

By "that infrastructure,” you mean the

di stribution infrastructure, right?

A That's correct.

Q Okay.

A. For the distribution monopoly, yes.

Q Utilities don't have a supply nonopoly in

Il Tinois, right?

A. That's correct.
Q In fact, one of the precepts of Article 16
of the Public Utilities Act and the Illinois Power

Agency Act is that supply should be acquired in a

whol esal e mar ket pl ace through a process that is not
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controlled by the utility, right?

A. That's right.

Q So when you say later on in that same
par agraph of your answer that rates are regul ated
by a public utility comm ssion as a substitute for
the discipline of the market, you're referring
again to delivery rates, not to supply rates?

A. That's correct.

In this case, it's distribution rates.
That's right.

Q However, the | argest single component of a
customer's total electric bill by quite a margin is
supply cost, right?

A. That's right. Energy capacity and
ancillary services, yes.

Q Woul d you agree that many factors influence
the price of energy cap- -- well, let's be sinple.

Can we refer to energy capacity and

necessary ancillary services as supply for --

A. Yes - -
Q Okay.
A. -- we can.
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Q Woul d you agree that many factors outside

of the utility's control influence the price of
supply?

A. Certainly.

Q Those would include -- 1'"mgoing to give

you a list, and tell me if you disagree with any of
them -- fuel costs; the manner in which dispatch is
conducted; the construction or retirement of

pl ants; the operating performance of generation

pl ants; prices and other RTO markets; the degree to
whi ch there's congestion on the system as well as

the contri butions of efficiency prograns or demand

response progranms operating in other areas in the

PJM mar ket .
A Yes.
Q Now, in your rebuttal testinmony, you

outline a broad concept for a different type of

alternative regul ation plan than that proposed by

ComEd.

And as | understand your rebuttal -- and
| apol ogi ze. | don't have a page number, but |
have a |ine nunber -- fromthe way you sumit up
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around 197 through 198 of your rebuttal, it is a

program where the ultimate measure of the

effectiveness of what the utility does is its
effect on the customer's total bill; is that fair?
A Yes.
Q And in your proposal, the utility would

only be rewarded if it successfully inmplemented

programs that | owered customers' bills; is that

right?
A. | would say | ower than what those bills
ot herwi se woul d have been before the utility
i nvest ment .
Q So if a bill -- a custonmer's bill increases

because of the necessity of investments in
di stribution facilities that are beneficial, you
agree that the utility could still be rewarded if
the bills were | ower than they otherw se would have
been?

A. Yeah. The mechanics of that are not
clearly specified in the testimny, which my be
one of the areas of confusion; but that generally

woul d be the idea where -- that we were trying to
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articul ate where, when the utility distribution
i nvestments enable efficiency gains on the customer
side, those two would be somewhat offsetting in
terms of the inmpact on the total bill, if not in
the customer's favor.

Q | think | understand. And | appreciate
your clarification.

| understand that there -- mechanics

were not specified in detail. And to be clear so
that you're sure |I'mbeing fair with you, |'m not
asking you about the mechanics at this point. ' m
just trying to make sure we understand the policy

position you're taking.

A. Sur e.
Q It is possible, though, is it not, that the
utility would still be entitled to a reward if it

were successful in pronoting efficiency and that
success was nmore than swamped by a benefici al

increase in distribution facilities investnment?

A. Possi bly in the hypothetical.
Q Ri ght .
A. There's a possibility there, yes.
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Q Yeah. Okay. | "' m not asking you to say

that that will occur.
A. Yeah.
Q But in the event --
A There are other parameters you may want to

put around it in those types of circunmstances, but
that's certainly possible.
Q And would you al so agree that if the price

of supply strongly rose due to one of those other

exogenous factors outside of the utility's control
that it ought to still be entitled to be rewarded
if its own efforts |lower the bill more than, in

your words, it otherw se would have been?

A Yes, | believe that's the theory we were
going on. Those supply costs are not under the
control of the utility, but the efficiency gains
enabled by utility investment would be rewarded or
coul d be rewarded.

Q Woul d you agree with me that one of the
ways that utilities could work with customers to
help drive down their bills is through a

wel | - desi gned smart grid progranf?
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A. Potentially.

Q Well, in your -- why do you say
"potentially"” as opposed to "yes"?

MS. MUNSCH: Well, | think I'd ask what do you
mean by "smart grid"? Since you really haven't
used that term before.

MR. RI PPI E: Okay. Fair enough.

BY MR. RI PPI E:

Q Let's say | define smart grid as the -- as
El SA does to include in general terns an automated
system that goes all the way down to the individua
customer | evel and provides individual customers
with informati on about their electric use and the
prices of electricity.

G ven those paraneters, would you agree
that a well-designed smart grid programis one way
that utilities can work with customers to help
drive down their bills?

A. | think we may potentially have different
definitions of what well-designed could nmean; but,
generally, 1'Il agree with you

| just want to clarify that and clarify
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also that if you added the idea that there were
associ ated policy changes along with the technol ogy
for the smart grid, then | would agree.

Q And some of those policy changes woul d
include rates that are -- that encourage custonmers
to react to signals that they get through the smart

grid systems?

A Vol untary rates, potentially, yes.

Q What other policy changes are we talking
about ?

A. Well, there are a | ot of changes concerning
customer disconnection. You know, | think we've

t al ked about these issues a lot in the ongoing --
or the Comm ssion's smart grid -- statew de smart
grid collaborative, and there's going to be a
policy docket to address a | ot of those issue. But

| just wanted to --

Q. Sure.
A -- make clear that the definition of
well -- you know, sort of well-done may differ.
Q Yeah, you may have a different -- CUB may

have a different view of well-designed than does
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ComEd or it may not.

A. Yeah. That's true.

Q But you would recomend to the Comm ssion
that it proceed with determ ning what a
wel | -desi gned smart grid programis in order to
hel p customers drive down their bills?

A. Yes. | think we're cautiously optim stic
about the potential benefits.

Q And would you al so agree that deploying AM
is one part of such an effort?

MS. MUNSCH: AM, being the?

MR. RIPPIE: Automated or advanced -- sone
peopl e use each -- metering infrastructure.
Thank you
MS. MUNSCH: And are you -- do the sane --

what's kind of proposed here or are you speaking in

general ?

MR. RI PPI E: No, in general. "' m not talking
about -- actually, there is no AM pil ot proposed
in this docket. | was tal king about in general.

THE W TNESS: Yeah, along with associated policy

changes to make sure that customer protections for
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things |like disconnection and other issues were
resol ved.
BY MR. RI PPI E:

Q Only -- just to be clear, only -- you keep
mentioning di sconnection. Only a small number of
customers are going to be affected by
di sconnection?

A. That's correct.

Q The main inpetus to driving down the cost
to customers as a whole is going to be getting a
wel | - desi gned program in place and getting the
right rate policies in place, right?

A. That's right.

Q Woul d you accept that some investments that
actually increase costs to customers are worth it
in the sense that there is greater benefit to those
customers than the cost?

A. If -- it depends on how the benefits flow
to the customers, | think, M. Rippie.

It could be that the costs to the
customer -- actually, the total costs to the

customer actually don't go up, but the distribution
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cost went up, if that's -- that's possible.

Q Okay. "1l accept that.

Is it also possible that there are sone
things that are worth it to customers even if they
increase their total costs?

A. | think it's -- it's possible.

There are -- you know, we continually
tal k about reliability issues and the social value
of reliability, which is sort of outside of any
customer's individual bill. And I think there are
debates around the margin there you can -- | could
agree with.

Q So would you agree then that we wouldn't
want the only test of customer benefit to be
reducing the bill?

A. That's correct. That may send nore
incentive to the utility actually to slash and burn
services that would otherwi se be beneficial, and I
think we talked about that in the metric section of
my direct testimony.

Q We m ght beat 40 m nutes here. Let's talk

about testing for a moment.
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Now, you -- would you agree with me that
the kind of alt reg concept that you have l|laid out
in your testinmony has never been inmplemented in the
United States?

A. | believe that's correct.

Q And you cite in your testinmny an
exploratory discussion by the British OFGEM
OF-GE-M And now |'mgoing to ask you, what does
t hat stand for?

A. Office of Gas and Electricity Management.

Q Which is their equivalent of sort of an
uber FERC, right?

A. Yeah. It's a FERC that has a little nore
broad, sweeping authority than the FERC.

Q There is an idea that you discuss that's
being floated by OFGEM that's in the discussion and
initial exploratory stages in England; is that
correct?

A Yeah, the RI1 O nodel.

Q. Correct.

A. They' ve actually published subsequent

docunments concerning that nmodel, too. A little
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more specific detail.

Q. And is it also true that it is the
intention of Great Britain, if they decide to
proceed to explore that nodel further, to roll it
out in stages?

MS. MUNSCH: The intention of Great Britain?

MR. RI PPI E: Oof OFGEM

MS. MUNSCH: | mean, | guess | would object to
t hat . He can answer to the extent he has

under st andi ng of what their intention is, but --

MR. RI PPI E: | f he doesn't, I'm-- |I'lIl mve on

MS. MUNSCH: Just clarifying.
THE W TNESS: "1l agree with that.
There are -- generally, the intention

that's stated is there's a transitory plan for
t hose prograns.
BY MR. RI PPI E:

Q And is that consistent with a
recommendation that you would make to the
Comm ssion here, that before you do somet hing
radically different, it's worth piloting?

A. Wth exceptions, generally, yes.

46



10

11

12

13

14

15

16

17

18

19

20

21

22

Q What woul d the exceptions be?

A Well, you know, | think we -- we have sone
phil osophi cal arguments or philosophical
di sagreements with piecemeal changes in the
regul atory structure.

Now, if you're talking about
technol ogi es, absolutely, | think they should be
pi |l ot ed. But the -- changing the fundanmental
nature of regulation and doing it in a nore
pi ecemeal fashion is sort of, | think, concerning
to CUB and to me, personally.

Q To be clear, if something like RI1O --

R-1-1-0O, correct?
A Yes.
Q That's the British OFGEM idea -- were to be

i mpl emented here, it would be your recomendati on
to the Comnm ssion that it should be flash-cut and
that all of the delivery services should be
provi ded under that model ?

MS. MUNSCH: Fl ash- cut ?

MR. RI PPI E: Fl ash- cut .

MS. MUNSCH: \What do you nean?
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THE W TNESS: No, | don't believe so.
| think that there's -- because there is
a vision for where the industry is going in the
next decade, | think it does make sense to nove
incrementally towards that vision, but you have to
have a vi sion.
BY MR. RI PPI E:

Q Now, your testinmony also tal ks about two
specific -- actually, several specific provisions
of Section 9-244 of the Act. And | understood that
to be your opinion, your view as an experienced

policy-maker, not as a |lawyer, right?

A That's correct.
Q And |'m going to ask you some questions
about it. And will you take my questions to al so

be soliciting your opinion as the expert wi tness
from CUB on this subject and as a policy-mker, not
as a |l awyer?

A. Yes.

Q Okay. Wuld you | ook at Pages 6 to 7 of
your direct, Lines 180 -- I'msorry, 128 through

133.
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Now -- and go ahead and just sort of

gl ance at that and tell me when you've reviewed it

so that it's -- the concepts are fresh in your
m nd.

A. Okay.

Q Now, woul d you agree with me that ComEd

proposes to inmpose certain charges under Rate ACEP,
A-C-E-P, the alternative regulation rate that has
been proposed here by the Conpany -- that ComEd
proposes to i nmpose charges under Rate ACEP that
reflect specific investments that it proposes the
Comm ssion approve in this docket?

A Yes.

Q And those investments are not proposed in
ConEd's current pending general delivery services

rate case, Docket 10-0467; is that correct?

A. That's correct. That's my understandi ng of
t hose.
Q And putting aside the smart grid feature of

the alt reg proposal in this docket, which is
future -- forward-|ooking, the projects that would

actually begin in short order are the
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underground -- urban underground facility

rei nvestment project, the utility electric vehicle

project, and a | ow-income assistance program is
that right?

A. Yes.

Q Now, on Page 7, Lines 132 to 133, of your

testi nony, you quote a portion of Section
9-244(b)(1l) where you say that the amounts shown

all represent higher charges to customers rather

t han, quote, rates |ower than otherwi se would have

been in effect under traditional rate of return

regul ation, close quote, excluding the footnote --

A. Yes.

Q -- is that -- would you agree that a nore

conpl ete quotation of 9-244(b) (1) would be that
requi rement of an alt reg programis that it is,
guote, likely to result in rates |ower than
ot herwi se woul d have been in effect under
traditional rate of return regulation for the
services covered by the progran?

A. And consistent with the provisions of

9-244(1) (sic), yes.

the
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Q Ri ght .

A. That's correct. That's the full statenent.

Q But the latter phrase "consistent with the
ot her provision of the statute" hasn't been
contested by any party in this case, right? 1It's
been a noni ssue.

A. That's right.

Q And you would agree with me that UUFR, the
urban underground facility reinvestment program
the EV pilot, and the |ow-income programs are not
in current rates, right?

A. That's correct.

Q Now, let's | ook at your rebuttal at Page 5,
pl ease, Lines, roughly, 79 through 81. And we are
going to beat the 40 m nutes.

You testified there that the proposal,
in your review, is, quote, not likely to result in
substantial and identifiable benefits that would be
realized by customers served under the programthat
woul d not be realized in the absence of the
program, close quote.

By "the program' there, you mean the
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entirety of the alt reg program i ncluding al
three of those individual programs that | just

menti oned, right?

A. Yes.
Q Do you agree that -- well, strike that,
pl ease.

Is it -- do you have a position on
whet her ComEd's | ow-income program woul d benefit
customers?

A. | don't think we address that in testinony.

Q Do you have a position as to whether
ComEd' s underground urban facility relocation
program benefits customers?

A Anot her program we didn't address in the
testi nony.

Q Did | say relocation? | meant to say
rei nvest ment.

Same answer ?

A Yes, same answer.
Q And is it true that you also have not taken
a position on whether the utility electric vehicle

pil ot benefits customers?
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A. That's correct.

Q At Page 8, Line 166, you testify that,
ConEd sel ected progranms that will bring the
greatest returns to the Conmpany; is that correct?

A. That's correct.

Q Okay. Now, you have no personal knowl edge
of why ComEd selected the programs it did; is that
right?

A. Yeah, | was not in the room when ComEd
sel ected the programs.

Q So you're just making an inference from
your opinion as to what returns those projects will

bring to the Company?

A. That's correct.
Q And could you explain to me how ConEd's --
well, let me try the question a different way.
ConEd -- does ConEd propose to earn any

return on its |lowincome progrant?

A You know, | don't have the programin front
of me, M. Rippie. | haven't | ooked at it in a
whi | e.

You know, we can tal k about the other
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programs. The |l ow-income program |'m not fam/liar
with the specific details of about how the costs
are recovered.

Q. Sur e.

Woul d you accept, subject to check, that
the | ow-income programis a pure pass-through and
ConmEd proposes to earn exactly zero on it?

A "1l accept that.

Q And with respect to the UUFR program and
the EV program is it true that under Rate ACEP,
the base -- the rate of return is the same rate of

return as established in ConEd's most recent rate

case?
A. That's correct.
MR. RI PPI E: That's all | have.

Thank you
MS. MUNSCH: Can we just have a second, your
Honor ?
JUDGE HAYNES: Sur e.
(Pause.)
MS. MUNSCH: We actually do have just a couple

of questions on redirect.
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JUDGE HAYNES: Go ahead.

REDI RECT EXAM NATI ON
BY
MS. MUNSCH:

Q M. Thomas, M. Ri ppie had asked you and
you explored with hima discussion a little bit
about the prudency standard, and you agreed on a
common definition of prudency that discussed using
t he avail abl e evidence at the time that the
deci sion was made as part of a prudency review.

And you discussed with hima little bit
t hat the prudency review, that, in your
under st andi ng, occurs at a traditional regulation
and that which would occur under an alternative
regul ati on.

Coul d you explain a little bit how the
same standard would be applicable in both
situations, since you and M. Rippie agree the
timng of those decisions will be different?

A. Sur e.

In a traditional rate case when the

Comm ssion allows assets into rate base, they | ook
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at both the decision to go forward by the Conmpany
and how that decision was inmplemented.

What the Conpany's requesting under

alternative regulation is to receive preapproval on

going forward with the project, and then the
prudence review at the end would only be
the i nplementation decision -- only be concerning
the i nplementation.

Q And then secondly, at the end there, you
and M. Rippie discussed a little bit about your

position regarding Great Britain's potenti al

adoption or, | guess, intended adoption of the
RI- -- RI1O framework. And you discuss with him
the differences in, | guess, what we'll call

piloting regul ations strategies.

Would it be correct to say that you
agree that piloting a regulation strategy would be
appropri ate?

A | think -- if | could put some context
around it -- yes, in the context of a sweeping
change of the entire regulatory structure.

The RI1 O nodel is regulation, with
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incentives for investment focused on output. So
it's a change from a regul atory model that | ooks
only at the inputs into the utility business and
focuses on the outputs that customers see. So nore
efficiency, more demand response.

And that's a broad, sweeping change in
the entire regulatory compact that would require
some sort of incremental steps and some piloting,
whereas | think what ComEd has proposed here is
more of a piecemeal approach to three projects
wi t hout a pure vision, in my opinion.

MS. MUNSCH: That's all that we have.

MR. RI PPI E: | can't resist.

RECROSS- EXAM NATI ON
BY
MR. RI PPI E:

Q Woul d you agree with me, though, that the
I11inois Commerce Comm ssion has -- |'Il use the
word, repeatedly piloted much | ess sweeping changes
than the RI1 O framework woul d be?

A. | think so. And | also think the courts

have intervened in some of those cases as wel |,
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M. Rippie. So | think it's --

Q Let me toss just a couple exanples out
wi t hout taking a long time.
Ri der CB was first -- consolidated
billing was first inmplemented as a pilot programin

the 1990s, wasn't it?

A

Q

That sounds correct.

RTP was first inmplemented as an

experinmental rate in the late '90s, wasn't it?

A Yes.

Q AM is being inmplemented as a
Comm ssi on-approved pilot, isn't it?

A It is.

MR. RI PPI E: Okay.

MS. MUNSCH: | have one foll ow up question if
| - -

MR. RI PPI E: Oh, | was going to throw out --

MS. MUNSCH: Go ahead.
BY MR. RI PPI E:

Q -- how about the decoupling in the Peoples’
case. That was a pilot, too, right?

A. Yeah, it was framed as a pilot. That's
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right.
MR. RI PPI E: Okay.
Thanks.
FURTHER REDI RECT EXAM NATI ON
BY
MS. MUNSCH:

Q And my follow-up is sinply, M. Thomas, are
you aware of regul atory positions that was piloted
most recently? Were those inside the traditional
regul ation framework under 9-201 or were
t hose outside in ternms of 9-244?

A. They were in 9-201.

MS. MUNSCH: Thanks.

MR. RI PPI E: Thank you.

JUDGE HAYNES: Thank you, M. Thomas.

THE W TNESS: Thank you.

MR. FOSCO: ConEd's ready to call M ss Blaise to
t he stand.

JUDGE HAYNES: Okay.

(Di scussion off the record.)

JUDGE HAYNES: | have it, but that's okay.

You filed it on e-Docket, correct?
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MR. BERNET: Can | ask you how you would like to
do cross exhibits?
You want three copies? Do you want two
copies? How do you want to handle it?
JUDGE HAYNES: The clerk's office says we have
to have three hard copies.
MR. FOSCO: These were filed on e-Docket, but I
can - -
JUDGE HAYNES: Okay. 'l take them
Good nor ni ng.
THE W TNESS: Good nor ni ng.
JUDGE HAYNES: M ss Bl ai se, please raise your
ri ght hand.
(Wtness sworn.)
JUDGE HAYNES: Thank you.
M CHELLE BLAI SE
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY
MR. FOSCO:
Q M ss Bl aise, would you please state your
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record -- your name for the record and spell your
| ast name?

A My name is M chelle Blaise. Last name is
spelled B-1-a-i-s-e.

Q And can you please state your place of
enpl oyment and position?

A | am empl oyed at Commonweal t h Edi son. I
currently am vice president of engineering and
proj ect managenent. My busi ness address is Two
Lincoln Center, 10th Fl oor, Oakbrook Terrace,
I11inois 60181.

Q Did you prepare a written testimny for
pur poses of this proceeding, Mss Blaise?

A. Yes, | did.

Q Okay. Do you have in front of you what has

been marked for identification as ConmEd Exhibit 4.0

entitled Direct Testinony of Mchelle Bl aise
consisting of a cover page, table of contents and
17 pages of questions and answers?

A. Yes.

Q s this document a true and correct copy of

the direct testimny that was prepared by you or
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your direction and control ?

Q Do you have any corrections or edits to
this testimny?

A. No, | do not.

Q If I were to ask you the questions set
forth in ComEd Exhibit 4.0 today, would your
answers be as set forth therein?

A Yes.

MR. FOSCO: Your Honor, at this time, |1'd nmove
for adm ssion of ComEd Exhibit 4.0 and tender
M ss Bl aise for cross-exam nation.

JUDGE HAYNES: Was this testimony filed on
e- Docket ?

MR. FOSCO: Yes, it was, your Honor, on
August 31, 2010.

JUDGE HAYNES: Thank you.

Okay. Cross?
CROSS- EXAM NATI ON
BY
MR. JENKI NS:

Q M ss Bl ai se, my name's Al an Jenki ns.
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represent The Commrercial Group.
Good nor ni ng.
A. Good nor ni ng.
Q Could you turn to Page 10 of your
testinony, Exhibit 4.0.

On the top of the page from Line 147,
you descri be the type of work that would be done
under the UUFR program if cable or cable support
systems fail inspection or testing. You seem to
descri be here three |l evels of work which m ght be
done, and correct me if I'm wrong about that.

First, you m ght be able to replace the
cable sinmply by cutting the old cable and repl acing
it with new cable through the existing conduit. | s
that the first type?

A That's correct.

Q Okay. And the second type of work, you
m ght need to repair the manhol e before replacing
the cable; is that correct?

A. The manhol es may be -- may need to be
replaced. That does not necessarily require the

cable to be replaced.
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So we'll be | ooking at -- the programis
| ooking at the infrastructure. In some cases, it's
the infrastructure and not al ways the cable and
infrastructure.

Q Okay. And just so |I'm sure | understand,
on Line 150, you say there, In some cases, however
manhol e structural repairs may be necessary.

And then in what appears to be a third
category from Line 152, you say, Manholes may have
to be rebuilt or replaced.

And what |' m wondering, can you descri be
briefly what's the difference between manhol e
structural repairs and the rebuil ding or

repl acement of the manhol es?

A. The structural repairs may be -- may
i nclude, but not Iimted to, the cable support on
the -- so -- on the manholes, on the walls, we have

channels in the supporting structure for the
cables. Those may need to be replaced based on
some condition.

There may be some repair work fromthe

cable, if the manhole itself breaks, et cetera,
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t hat won't necessarily require the entire manhol e
to be repl aced.

Q Okay. Now, of the three levels of work
t hat you've descri bed, what percentage of the UUFR
repl acenments would you estimate would fall into
each |evel ?

A | will -- the percentage in ternms of
percentage of dollars, that's provided in our
testinmony -- ny testimny on Page 15 of 17 for what
we' re proposing where we detail the $45 million
t hat we expect to spend on the program the
different conponents of the program 22.8 mllion
on manhol e-rel ated work, infrastructure work; for
testing, 400, 000; replacement of cable, 21.9
mllion.

Q Thank you

And then for the O&MV expenses, is it --
is the O&M expense that you project there, 15
mllion, is that relatively simlar per replacement
project or does it depend on whether you're
replacing the manhol es as opposed to just replacing

the cabl e?
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A. The 15 mllion is the over -- is the tota
cost .

For exanple, testing is a hundred
percent O&M. The rest of the cost is broken down
based on our experience of what component of the
refurbi shment work and cable replacement work we've
done, how much of that ends up being O&M and
capital.

Q Okay. Now, the 45 mllion seemed |ike a
fairly round -- round number. How did you come up
with that figure?

A What we -- we | ooked at the -- given the
time of the program given our current backl ogs and
we | aid out -- given what we know in terms of the
existing infrastructure, if we were to lay this out

on a 15-year programto replace, repair all known

issues, this is the annual -- the annual spend
woul d be approximately 30 mllion.

So it's -- over an 18-month, the first
si x months would be the first 15 mllion and then
30 mllion the second 12 nont hs.

Q Okay. Now, if | could refer you to the
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bottom of Page 13 and the top of Page 14, it spills
over, lines 225 to 227.

And you state that there's only one PILC
manuf acturing plant remai ning open in North America
and that this Iimts ComEd' s access to supply.

What sources are available to ComEd for

t he replacement polymer cabl es?

A There's several sources. | don't have them
now - -

Q Can you nanme any of thenf?

A -- but there's several manufacturers.

Q Any of thenm?

A Okonite. There's several out there.
Okonite is one, offhand.

Q Okay. Now, in the absence of the UUFR
program and under ComEd's current replacenent cable
regi me, wouldn't ComEd still replace the PILC cable
with polymer cables?

A. Currently, yes, we would. We are doing
t hat, though

MR. JENKI NS: Okay.

Not hi ng further.

67



10

11

12

13

14

15

16

17

18

19

20

21

22

CROSS- EXAM NATI ON

BY
MS. LUSSON:
Q Good morning, M ss Bl aise. My nane's
Karen Lusson. l"mfromthe Attorney General's
Office. | just have a few questions about your

testimony, your direct testinmony.

Turning to Page 8 of your testinmony,
Exhi bit 4.0, at Line 114, you indicate that if the
Comm ssi on approves this proposal, ComEd intends to
devote an additional $45 million over 18 months to
accelerate UUFR; is that right?

A. That's correct.

Q And as | understand it, 30 mllion would be
incremental capital investment?

A Correct.

Q Now, turning to the next page where you | ay
out the time line for that investment, as |
understand the Conmpany's proposal, the work would
begin in the third quarter of 20117

A Yes.

Q Okay. Now, as vice president of
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engi neering and project management, do you
regularly participate in ComkEd's 12-nonth-1ong
annual capital budget process?

A. | do participate in budget planning for the
next year, yes.

Q Okay. Have you ever advocated in that role
for any kind of acceleration of UUFR in the capital
budget process?

A The -- in our capital planning project --
process, we prioritize the work across the system
So there's obviously, in the whole budget process,
chal | enges.

We advocate for the work based on the
priority when you | ook at it across all other work
t hat needs to be done.

Q Okay. And given that framework, it sounds
i ke you're saying that you | ook at what the

priorities are in ternms of reliability or custonmer

needs - -
A. Correct.
Q -- and advocate capital addition projects

associ ated with UUFR based on those needs?
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A. Correct.

Q So given that, have there ever been any
years where you've -- as part of the proposal to
t he Conmpany's board of directors and all of the
| evel s that go up through the capital budget
process, have you advocated for, beyond that which
you' ve descri bed, any kind of an accel eration?

A We have -- | have.

Q And has the acceleration been in line with

t he kind of proposal you have here or to a | esser

degree?
Can you el aborate?
A Well, | don't have the information. So
we -- | participated in these types of budget

pl anni ng processes for the |last three to five --
about five years.

Q Hm hmm

A. So dependi ng on our assessnment of what the
programs of work are, it has been at this level; it
has been nore. It has been | ess as well.

Utimtely, at the end of -- it's -- so
what our -- when we prioritize everything el se,
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what we spent and what we continue to spend is --
reflects the priority of the work.

Q Okay. And | guess just to make clear, ny
guestion goes to beyond the priorities, has there
been a discussion that you've |led that suggested
that for all of the reasons you identify in your
testinony, that is, the benefits that m ght be
associ ated with an accel erated UUFR, have you made
t hat kind of proposal in the capital budget
process?

MR. FOSCO: Your Honor, |I'm going to object.

t hi nk that was asked and answered.
JUDGE HAYNES: Response?
| think it's a slightly different
wor di ng; but if you can answer it, go ahead.

THE W TNESS: |If -- have | advocated for nore
t han what we currently spend; is that your
gquestion?

BY MS. LUSSON

Q For an acceleration that is not designed

necessarily to beat -- to meet the kinds of

customer needs and reliability needs that we've
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been di scussing, but an actual acceleration, sort
of the kind of proactive acceleration that |
under stand your testinony to be advocati ng.

A. Ri ght .

Q Has that been a part of any past capital
budget proposal ?

A Sur e. Yes.

Q And was it ever accepted by the ComEd board
of directors or Exelon board of directors?

A. Well -- so it hasn't -- what we ultimtely
come up to in ternms of what we propose for budget
purposes is based on all the priorities.

So |I've always advocated to do nore of
this --

Q Hm hmm

A -- if this was alone and single, that's all
we had to spend our nmoney on, |I'd want to do nore.

But there are other priorities that we need to

bal ance.
Q Okay. So those -- those prior requests for
acceleration in line with the test- -- the kind of

accel eration that you discuss in your testinony
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have been rejected due to other capital budget

needs?
A. Correct.
Q Now, has the 30 -- the specific 30 mllion

in capital additions that's included in your $45
mllion request in this docket, has that -- that
capital addition request gone through the Company's
annual 12-month-1ong capital budget process in the
past year?

A. Thi s has not.

Q And if you can state on average -- |
understand your testinony to be that it's as -- the
amount approved as capital additions for
underground facilities replacement has fluctuated
in prior years.

Can you indicate on average what that
amount m ght be -- m ght have been in your
experience?

MR. FOSCO: Counsel, do you have a reference to
her testinony? The question seens vague -- sounds
like you're referring to a specific statement in

her testinmony.
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BY MS. LUSSON

Q | think I"'mreferring to a prior answer
where M ss Bl aise indicated that she'd been
i nvolved in capital budget process for underground
facility replacement in, | think, the past five to
seven years, did you say?

A. Three to five years.

Q Three to five years?

And nmy question is, on average, can you

i ndi cate what amount in terms of just capital
additi ons have been proposed associated with
underground facilities replacement?

A. It -- to the extent that | don't have that
information in front of me, it'd be difficult for

me to give you an average nunber.

Q Is it generally, if you know, |ess than
5 mllion?
A. It's generally what -- what we have spent

in the last three years in this type of program I

think we've stated it here in nmy testinmony. It's
approximately $5 million.
Q And does that include operation and
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mai nt enance expense or is that just the capital
additions portion of...

A. Let me get to it.

Q | think on Page 6 of your testimony, is

t hat Line 91?2

A. Al'l right. So we -- we spent approxi mately
$2 mllion per year in the testing and repl acement
conponent of the program and about $5 mllion a

year in the replacement and refurbishment part of
t he program

Q And so of those amounts, would the
5 mllion be actual capital additions that have
gone through the budget process annually or the
2 mllion?

A. lt's -- there -- it's -- the 5 mllion is

split between capital and expense.

Q Okay.
A And so is the 2 mllion, because the
2 mllion is both testing and replacement for those

that fail ed.
Q Now, | think you just indicated that the 30

mllion cap add proposal in this document did not
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go through the annual cabinet budget -- capital
budget process; is that right?

A. No, it has not.

Q. Is it correct to assume then that if the
alt reg plan is approved, then the UUFR capital
additions that would be recovered through Rate ACEP
woul d not -- would continue to not go through the
Conpany's capital budget process?

A. | can't answer that question. | " m not sure

how t hat woul d go.

Q Okay. And one final question; and that is,
do you -- is the Conmpany's proposal to continue the
UUFR -- accelerated UUFR i nvest ment beyond fourth

quarter 20127

A. That would be -- | could talk for nyself.
Yeah, I'"m going to continue this program of work.
It's accelerated investment as it provides benefits
to customers and our systemreliability.

Q And is that a specific part of this
proposal, that it would continue or that it
woul d -- on an annual basis, it would be

reeval uat ed?
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A. | think what we're proposing is an 18-nmonth
pilot, and I think the assessment of the pilot wil
tell us how we want to continue going forward.

MS. LUSSON: Thanks very nuch, M ss Bl ai se.

JUDGE HAYNES: Redi rect ?

Redi rect ?

MR. FOSCO: Yes, your Honor. Just a few quick

guesti ons.
REDI RECT EXAM NATI ON
BY
MR. FOSCO:
Q M ss Bl ai se, do you recall that M. Jenkins

was asking you about the difference between, |
believe, repairing or replacing comonents in a
manhol e and changi ng or putting in a new manhol e
system and you referred to certain cable supports
and brackets?

If you |l ook at Page 5 of your testinony,
is that a picture of the type of equi pment you were
referring to?

A. Yeah. On the lower |left corner are the

types of brackets and saddles that support the
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cabl e.
Q So that -- | don't have a color picture,

but what appears white in this picture is actually

the --
A That's the saddle that the cable sits on.
Q Okay.
A And then the metal sort of piece under it

is the bracket.
Q Okay. And does this conduit tend to have

movement as it operates and as tenperatures

increase --

A. Ri ght .

Q -- and decrease?

A As | oading increases, it tends to nove,
yes.

Q Okay. And is that why they sometimes need
to be replaced, because they wear out or nmove off
t he bracket?

A. They nove. The bracket falls apart. The
bracket may fall -- I'msorry, the saddle may fal
of f the bracket, and then you have the cable

sitting on the metal bracket and that tends to
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exacerbate deterioration of

t he cabl e.

Q Okay. And M. Jenkins also had a question
for you about how you -- or how ComEd devel oped t he
$45 mllion budget.

Do you recall that?

A. Yes.

Q Can you refer to Page 15 of -- 17 of your
testinony. And at Lines 262, there's a reference
to the costs for this work being just over 49
mllion. Do you see that?

A. Ri ght .

Q Can you explain the relationship between
the 49 mllion and the 45 mllion?

A. What we -- when we l|laid out the program

the total cost

mllion.

What

over the 18-nmonth period would be 49

we did was we assunmed t hat

t here

woul d be some productivity gains from having a

known program of work

reduct- -- cost

management and execution efficiencies,

based on that,

reducti on

we assunmed

S,

some potenti al

supply

and as well as work

we took that

program

and so we - -
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of work to 45 mllion
So the total cost is 49 based on current
costs. Taking in all these other factors is how we
price it to 45 mllion.
MR. FOSCO: Thank you
No more redirect, your Honor.
JUDGE HAYNES: Recr oss?
Okay. Thank you, M ss Bl ai se.
(Pause.)
MS. SCARSELLA: Your Honor, ComEd calls Fidel
Marquez to the stand.
JUDGE HAYNES: Pl ease raise your right hand.
(Wtness sworn.)
JUDGE HAYNES: Thank you.
FI DEL MARQUEZ,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY
MS. SCARSELLA:
Q M. Marquez, can you state your nanme for

the record.
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A. Yes. Fi del Marquez, Juni or.

Q And who are you enployed by and what's your
busi ness address?

A. ' m enpl oyed by Comonweal th Edi son. Wy
busi ness address is One Financial Place, 440 South
LaSall e, Suite 3300, Chicago, Illinois.

Q And what's your position at ComEd?

A ' m enpl oyed as a senior vice president for
customer operations.

Q Now, did you prepare testinony for
subm ttal in this proceeding?

A Yes.

Q Before you, identified as ComEd
Exhibit 3.0, is the direct testimny of
Fi del Marquez, Junior. Was this testimony prepared
by you or under your direction and control ?

A. Yes, it was.

Q Do you have any additions or corrections to
your testimony?

A. No, | do not.

Q s the testinony true and correct, to the

best of your know edge?
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Q If I were to ask you the same questions
t oday as set forth in your testimny, would your
answers be the same?

A. Yes, they woul d.

MS. SCARSELLA: Your Honor, | move for the
adm ssion into the evidence of ComEd Exhibit 3.0.

JUDGE HAYNES: And what date were these -- was
that exhibit filed on e-Docket?

MS. SCARSELLA: It was filed on e-Docket on
Oct ober 31, 2010.

JUDGE HAYNES: | s there any objection?

Heari ng none, ComEd Exhibit 3.0, the
direct testimny of M. Marquez, is admtted into
the record.

(Wher eupon, ConEd
Exhi bit No. 3.0 was
admtted into evidence as
of this date.)
JUDGE HAYNES: And let -- |I'mnot sure if
admtted Bl aise's testinmony.

| did not.
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adm tti

Okay. Was there any objection to

ng ComEd Exhibit 4.07?

Okay. Both of those exhibits as filed

on e-Docket are admtted into the record.

(Wher eupon,

Exhi bit No.

ComEd

4.0 was

admtted into evidence as

of this date.)

JUDGE HAYNES: Cross?

A

Q

CROSS- EXAM NATI ON

BY

MS. LUSSON:

Good norning, M. Marquez.

Good nor ni ng.

My name is Karen Lusson.

Attorney General's Office.

direct

l'mfromthe

| f you could turn to Page 3 of your

testinony. Now, as

testinony, your testimony is

of what

under st and your

| argely a discussion

ConmEd considers to be the benefits

associated with AM projects;

A

That's correct.

is that

correct?
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Q Now, the pilot of -- the pilot that was
approved by the Comm ssion for purposes of
installing AM meters and the customer applications
pil ot that was a part of that, has that pilot
concl uded yet?

Where do we stand on that?

A Yeah, that pilot is still currently, you
know, in progress. W're in the process of
preparing the final report.

Q Okay. And is it correct that that final
report is going to be prepared by EPRI, which is
E-P-R-1, the Electric Power Research Institute?

A. EPRI is preparing the part of the report
that relates to the custonmer applications part of
t he pil ot.

Q Okay. And then ComEd will issue its own
report about evaluating the pilot; is that --

A On the operations part of the pilot, Black
and Veatch will be preparing that part of the
report.

Q Okay. Now, as | understand the EPR

report, that final report is due out, is it -- at
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least a -- is it in March of 2011 that that's due?
Do you know when that's scheduled to be issued?

A. No, I -- 1 don't recall

| believe the Bl ack and Veatch report

will be the one that will be out first. The EPR
report will -- will be performed after a year of
customer applications, which is not conpleted until
June. So it'd be sometime after that.

Q Okay. And you referenced another report, a
Bl ack and?

A Bl ack and Veatch is preparing the
operations assessnment of the pilot.

Q Okay. Turning to Page 6 of your testinmony.

Now, as a part of the proposal in this

docket, is it correct that ComEd antici pates an
expanded depl oyment of AM technol ogy, including up
to 190, 000 additional neters?

A. That is correct.

Q And along with those meters would be an
expanded depl oyment of customer applications that
succeed during the AM pilot; is that -- and the

ones that are found to be cost-beneficial -- is
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t hat how t hat would work?

A That's correct.

Q Now, how is it that the Conmpany canme up
with the 190, 000 additional meter nunber, that

specific nunber?

A The -- a portion of those meters will be to
compl ete the deployment in the -- what we call the
Maywood footprint. That would essentially conmplete

a full smart meter deployment in that part of our
service territory. So we would have a conmplete
field office or division with complete AM. That's
about 120, 000 meters of the 190.

And the other 70,000 meters, we haven't
picked a specific area up, but we will, targeting
to be installed in Chicago.

Q And when you say "Chicago," within the
confines of the city limts?

A. |'"'msorry. Wthin the city imts of the
city of Chicago, correct.

Q And has a decision been made as to how many
residential versus how many comrerci al ?

A. The mx will -- would depend on the actual
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m x of customers within that footprint.

So if it's a one-square-m |l e area and
it's 80 percent commercial and 20 percent
residential, that would be the m x. So it's
defined by the actual customer mx within a

specific geographic area.

Q And woul d that include industrial customers
as wel | ?
A. What ever customers would be in that

footprint, correct.

Q Okay. And has the Conpany conducted any
survey of customers within the Chicago city limts
to determ ne whether this is something customers
are willing to pay extra for?

A. We have not.

Q And has the Company conducted any survey of
customers within the Maywood footprint to see if
they -- these custonmers are willing to pay an
addi ti onal amount through Rider ACEP for the
met ers?

A. We have not.

Q And under the Company's proposal,
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Ri der ACEP would not just apply to the customers
within those footprints that you've been talking
about; is that right?

A. | believe that's correct.

Q So has the Conpany done any survey of
customers in the greater service territory to see
if they're willing or interested in paying an
addi tional amount for AM meters?

A. We have not.

Q Now, on Page 7 of your testinmony, you
i ndicate at Line 133 that customers will be able to
| earn more about and better manage their energy
use; iIs that correct?

A. That is correct.

Q And there, you're referring to the
installation of AM meters?

A And the -- and the information avail able
t hrough the AM nmeters, correct.

Q Now, meters thenselves are installed on the
outside of customer homes or businesses; is that
right?

A. Or inside, depending on where their socket
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is |l ocated.

Q Okay. And

meter by itself to
i ncremental usage?
A. The -- the
cunmul ative usage.
Q Okay. And

wor ks then, at the

Commonweal t h Edi son,

will provide that
t he Conmpany;

A. They wil |

also to the customer

Q Okay. And
you referring to,
A It
t hrough the web.
Q Okay. And
t ool that
customer ?

A. It

a customer's own PC.

ki nd of
is that

provide it

say,

coul d be an

woul d be through -- it

can the custonmer | ook at the AM

determ ne that custoner's

readout woul d | ook at only the

as | understand the way AM
Conmpany's -- at
met er

however, the digita

i ncremental usage data to
right?

to the Conmpany and

t hrough some sort of portal.
referring to those portals, are
a customer's in-home device?
i n-home device. It could be

t he web woul d be the web-based

Comonweal t h Edi son woul d provide to the

could be through

So it would be sinply
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informati on on the web.

Q And in order for custonmers to view the kind
of usage and pricing information -- well, first,
let me clarify.

The meters thenmselves don't provide any
pricing information to the customer, do they?

A. The meters do not.

Q And so in order for the customer to view
information related to usage and pricing, the
customer would need to, for |lack of a better term
engage in either the web-based portal or an in-home
device; is that correct?

A. That is correct.

MS. LUSSON: | want to show you what I1'l|l mark
as AG Cross Exhibit 1.

(Wher eupon, AG Cross
Exhi bit No. 1 was
mar ked for identification
as of this date.)
BY MS. LUSSON
Q M. Marquez, AG Cross Exhibit 1 is a

portion entitled Concluding Remarks from a report
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that -- technical update report dated

Sept ember 2010, issued by EPRI, E-P-R-I, the
proj ect manager, for purposes of evaluating the
customer applications pilot.

And that report was titled -- entitled
ComEd Customer Applications Program Objectives,
Research Design and | nplementation Details.

Are you famliar with this report? It
was distributed to stakeholders in the monthly
calls regarding the updates of the pilot.

A. Yes.
Q So have you seen and reviewed the pages

that |'ve conmpiled as AG Cross Exhibit 17

A. | have.
Q Which are the concluding remarks prepared
by EPRI ?

(Pause.)
BY MS. LUSSON

Q Oh, I'm sorry.

A. Yes.
Q You are famliar with that?
A. Hm hmm
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Q Okay. Now, this -- these

concl udi ng

remar ks by EPRI, | ooking at the bottom of that

first page, indicates that there have been sonme

chal | enges that may have an i npact

on results we

ultimately report fromthe customer applications

pil ot.
Do you see that at the
sentence of that page?
A Yes, | do.

Q Now, if you turn the page

-- the | ast

to 3-36, it

i ndicates that only 21 or 2.8 percent of eligible

customers, Al HD/ PCTs, have been install ed.

Now, AIHD refers to advanced i n-home

device; is that correct?

A. That is correct.

Q And can you descri be what those are?

A. The advanced i n-home device is, |I'll say,
simlar to a very sinplistic iPad, if you will. | t
will interact with the web and have other features

associated with it.
So it's more than just

informati on on the meter.

receiving

92



10

11

12

13

14

15

16

17

18

19

20

21

22

Q And now, were -- as | understand the pil ot
a subset of the customers that participated in the
customer applications pilot were offered those
advanced i n-home devices; is that right?

A There was -- there was a sel ect nunmber of
customers offered that, correct.

Q And some were advi sed about purchasing
t hose and some were given the devices for free or
at a discount; is that correct?

A. | believe we supplied these devices.
don't recall what the pricing mechani sm was.

Q Okay. And do you know if they were given
to the custoner for free, some of the customers?

MS. SCARSELLA: Asked and answer ed.

He already testified he wasn't sure what

the pricing mechani sns were.
BY MS. LUSSON
Q Okay. You're not sure?
And PCTs there, do you know what that
stands for?
A. Yeah, these are programmbl e thernostats.

Q Okay. Now, it indicates that there's been
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an insufficient nunber fromwhich to generate
statistically significant results regarding the
technol ogy's inmpact on energy efficiency, demand
response and | oad shifting.
Now, when it indicates that only 21 were

installed, is that another way of saying that of
t he number of customers who were offered these,
only 21 people made the decision to install them
and use then?

A. At the time of this data, that is correct.
This is early on in the pilot when this data was
t aken.

Q Okay. And what part of the pilot time |ine

are we tal king about here?

A. This is really in the first three nmonths of
t he pil ot.
Q Okay. And now, the next step indicates

that only 218 Al HDs have been activated. And,

again, AIHD is advanced i n-home device, and that's

0.9 percent of eligible customers; is that right?
A. That's correct.

Q And it was concluded that this is an
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i nsufficient number from which to generate
statistically significant results regarding the
technol ogy's i nmpact on energy efficiency, demand

response and | oad shifting; is that --

A That is correct -- that's correct for
the -- for that group of custoners al one.
Q Now, you indicated this was three months

into the pilot.

Did -- do you know as sitting here today
whet her or not the numbers inmproved on either of
t hose categories, AlIHD/ PCTs or the individual
Al HDs, to amass a statistically significant group
of customer uses (sic)?

A. Yeah, | don't have that data in front of me
to answer your question.

Q Now, | ooking at the next bullet item it
says only 297 ConEd.com/ Smart Tools web site
accounts have been created.

And ComEd. com Smart Tool s web site
accounts, is that the conputer portal you were
di scussing earlier?

A Yes, that's actually the site where
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customers can get that information. Correct.

Q And that's something they can pull up on
t heir personal computer?

A. That is correct.

Q And it was determ ned that this was an
insufficient number from which to generate
statistically significant results regarding the
technol ogy's inmpact on energy efficiency, demand
response and | oad shifting; is that true?

A. Correct.

Q Now, this also indicates in the next bullet

item that pricing and cost information has not been

di splaying correctly on the basic in-home device
and advanced in-home device, causing several
customer conmplaints with few customers returning
t he enabling technol ogy to ComEd.
And is that your understanding of what

occurred?

A. That was -- yes, that's correct.

Q Now, if you turn the page to 3-37, one --
the |l ast bulleted itemindicates a recommendati on

to slowly deploy technology in the field, first at
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friendly sites, and slowly expand to additional
customers.

What do they mean there, if you know, by
"friendly sites"?

A. This woul d be customers who woul d accept
t echnol ogy changes.

Q And who -- who would those custonmers be,

t he people that have registered with the Conmpany or
install ed the devices?

A. So these would be typically custonmers who
may be fast adopters of technology. This may be
per haps enpl oyees who live in that footprint who
could test the technol ogy, as an exanpl e.

Q And how woul d the Conpany know whet her
people -- whether a site is so-called a friendly
site if it has not surveyed people as to whether or
not they're interested in AM?

A Oh, while we may not have surveyed, we did
have several nmeetings with municipalities,
muni ci pal officials, town halls that they hel ped
coordinate -- they be coordinated with Centers for

Nei ghbor hood Technol ogi es to assess, you know,
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customers' accepting of this new technol ogy.
So it was done nmore in a town hall-type
format, for example.
Q And was that assessment done as part of

this pilot?

A That is correct.

Q Okay. So that hasn't been done anywhere
outside of the context of the pilot, is that right,
by ComEd?

A. Those town hall meetings have only been
done within -- where we have the pilot.

Q And, again, you haven't enployed (sic) --
or the Company hasn't deployed any sort of survey
of ComEd customers to determ ne how so-called, for
| ack of a better term friendly they are to this
ki nd of new technol ogy?

A We have not surveyed certainly in advance
of that technol ogy. That hasn't been part of what
the pilot consisted of.

Q Looki ng at Page 10 of your testinony, Lines
196 t hrough 198. You reference energy savings that

can result from AM depl oyment. Do you see that
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t here?

A. Yes.

Q Have you done any specific analysis to
determ ne what anount of energy would not be needed
to be purchased as a result of the depl oyment of
t he additional 190,000 AM neters?

A. No, we have not.

Q So when you discuss that there, this is to
be viewed as a possible benefit of AM, but not
necessarily one that has been documented by the
Company?

A. We haven't given an estimate for it, if
t hat's what you mean.

Q And just one more question and that is with
respect to the 190, 000 AM nmeters.

Have those -- that specific meter
request been a part of the Conpany's annual
12-mont h capital budget process?

A. No, it has not.

Q And would -- going forward, if Rider ACEP
was approved, would any additional AM meters be a

part of the Conpany's annual budget process
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request ?

A. To the -- not beyond this 190,000 at this
poi nt .
Q "' m not sure | understood your answer.
So are you saying that if -- if there
are additional meters -- let me rephrase the

guestion, make sure | understand.

So if there are additional meters
requested by the Conpany through the Rider ACEP,
woul d those additional meters be a part of any
capital -- 12-month annual capital budget process
or would that be a separate ask outside of the
capital budget process?

MS. SCARSELLA: Just a point of clarification.
You called it Rider ACEP. lt's rate.

MS. LUSSON: Rat e. | apol ogi ze.

THE W TNESS: To my knowl edge, through this
docket, only the 190,000 neters are proposed.
BY MS. LUSSON

Q Okay. And so they would not be a part of

any ongoi ng capital budget process that is going on

now or in 20117
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A They woul d not be, correct.
MS. LUSSON: Thanks very much, M. Marquez.
THE W TNESS: Thank you.
MS. LUSSON: And | would move for the adm ssion
of ComEd -- or AG Cross Exhibit 1.
MS. SCARSELLA: Your Honor, the only -- we
woul dn't object, but we would |ike the whole
document for conpleteness in the record and not
just the selected pages.
MS. LUSSON: |'d be fine with that.
And | actually have two copies here and
| will make nore and provide those for the record.
JUDGE HAYNES: Okay. So if you get three nore
copies to the court reporter, and then AG Cross
Exhibit 1 is admtted.
(Wher eupon, AG Cross
Exhi bit No. 1 was
admtted into evidence as
of this date.)
MS. SCARSELLA: Can we have just a m nute for
redirect?

JUDGE HAYNES: Sur e.

101



10

11

12

13

14

15

16

17

18

19

20

21

22

MR. GOWER: Your Honor, |I'm Ed Gower. I
represent Metra. | wasn't listed to ask any
gquestions, but | do have a couple of questions in
I ight of the exam nation that just occurred.

MS. SCARSELLA: Sur e.

JUDGE HAYNES: Okay.

MR. GOWER: | haven't entered my appearance in

the record yet. ' m Ed Gower . | represent Metra.

Hi nshaw and Cul bertson, 400 South Ninth, Suite 200,

Springfield, Illinois 62701.

CROSS- EXAM NATI ON

BY
MR. GOWER:
Q M. Marquez, you just heard me introduce
myself for the record. ' m Ed Gower . | represent

Met r a. Nice to meet you

A. Nice to meet you, sir

Q | was a little confused. You j ust
i ndi cated that there are 190,000 AM meters --
unl ess | m sunderstood your testimny, you just
testified that there are 190,000 AM nmeters that

were the subject of this docket.
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Is there, in fact, a proposal in this
docket to use Rate ACEP to pay for 190,000 AM
met ers?

A. ' m sorry. It's 190, 000.

Q 190, 000.

A. Yes.

MS. SCARSELLA: Do you have a reference to his
testinony? Perhaps that m ght be hel pful.

MR. GOWER: | just heard his oral testinmny that
he said there were 190,000 AM meters that were the
subject of this docket, and I didn't see it
anywhere in anybody's testinmony that they were the
subj ect of this docket.

So maybe | m sunderstood.

MS. SCARSELLA: Per haps, again, can you restate

your question? | understand...

BY MR. GOWER:

Q s it your understanding that there's a
proposal in this docket to use Rider -- excuse
me -- Rate ACEP to fund 190, 000 AM nmeter -- an

addi ti onal 190,000 AM nmeters?

A. You know, on Page 6 of ny testinony
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begi nning at Line 106, | indicate that we
anticipate the expanded depl oyment of this AM
technol ogy, including up to 190,000 additi onal
met ers.

Q So that | understand your testinony, you
contenpl ate that in the future, Rate ACEP could be
used to fund the depl oyment of an additi onal
190, 000 meters. It's not the subject of a pending
proposal; is that correct?

A That's correct.

Q Okay. Now, with respect to the 141, 000
meters that have been installed, do you know how
many of those have been installed at CTA or Metra

facilities?

A No, it's -- the pilot is down to 131,000
met er s. | don't know exactly how many have been
installed on Metra at this point. | don't have

t hat specific information.

Q Have you read any of the testimony or the
final order in Docket 09-0263, which --

MS. SCARSELLA: Your Honor, |'m going to object

at this point.
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M. Marquez's testinmony testifies to the

potenti al benefits, should the Comm ssion extend

the pil ot. He doesn't specify as to which
customers will get what, who have received AM
meters, and what the customer mx will be. It's

only to support the potential benefits that --
shoul d the expanded pil ot be approved by the
Comm ssi on.

MR. GOWER: | was just following up on the prior
line of questioning that was questi oned where
met ers have gone and where did they propose to put
meters in, and there was al so questioning about
contacts with customers.

And | was just going to follow up that
there's testinmony in the prior proceeding that the
railroad class didn't want, wouldn't use, and
didn't want to pay for any additional nmeters. And
| wanted to know if they -- there's testinony in
t he ot her docket that they put six in. | was | ust
going to ask him did he read that testimny, are
there any other classes that have expressed the

same concerns, and has he talked to anybody from

105



10

11

12

13

14

15

16

17

18

19

20

21

22

the railroad class

MS. SCARSELLA: The way M. Gower has phrased
it, this seenms to be an issue in the rate case and
not this proceeding.

JUDGE HAYNES: | guess |I'm having trouble seeing
the relevance to a possible future AM pil ot.

MR. GOWER: Well, your Honor, I'ma little
confused about this witness's testinony.

It seenms to nme that there's -- the issue
in this proceeding concerns electric vehicles and
accel erated underground i nmprovenments, cable
i mprovements and | ow i ncome. And he's just -- and
his testimny has opened the door to future use of
this programto fund smart grid i mprovements, and
he's specifically identified 191,000 (sic) AM
meters that is proposed for use for this rate.

And if that's what's behind this
proceeding, | think we ought to be entitled to go
into it.

MS. SCARSELLA: Your Honor, you are --
MR. GOWER: You know, |'IlIl abide by your ruling,

but that's -- it seems to me they've opened the
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door. And if that's what this proceeding is really
about, we ought to be able to inquire into it.

MS. SCARSELLA: | suggest he read Dr. Hemphill's
testinmony, which sets forth ConEd's proposal in
this proceedi ng.

And ComEd is seeking a recovery
mechani sm should the Comm ssion decide to extend
the AM pilot. There is no formal budget here.
There is no formal proposal. It's only a recovery
mechani sm unlike the EV pilot.

So, again, | think Dr. Henphill's
testimony sets forth very clearly what ComEd's
proposal is in this proceeding, and M. Marquez's
testinmony is only offered to support the recovery
mechani sm should the Comm ssion decide to extend
t he pil ot.

MR. GOWER: So if | understand the argument, it
is we only propose three specific projects, but
it's going to be used for AM. This w tness has
offered testinony as to what those -- what those --
what that AM proposal would be, but we're not

supposed to inquire into it, even though it's in
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his testinmony.
MS. SCARSELLA: Your Honor, to the extent that

M. Marquez knows, if M. Gower would feel better

answering his -- asking his questions.

MR. GOWER: | " m prepared to stop, your Honor.
If AM's not -- if smart grid and AM has not hi ng
to do with this proceeding, I'll stop this |line of

guesti oni ng.
If, on the other hand, it's a precursor
for it, we mght as well go into it.

JUDGE HAYNES: And |I've |lost sight of what your
guestion was, but at one point, you said, has --
has the Conmpany surveyed Metra.

MR. GOWER: Yes.

JUDGE HAYNES: If that's the question, |'m okay
with that.

BY MR. GOWER:

Q Have you tal ked to anybody at Metra or at
the CTA concerning the six meters that were
installed at their facility?

A. | have not.

Q Have you tal ked to anyone at Metra and the
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CTA about their --

JUDGE HAYNES: But now, see, you've gone back to
the current pilot, and --

MR. GOWER: | was just going to ask about their
interest in receiving future meters and their
ability to use future meters.

JUDGE HAYNES: Okay.

MR. GOWER: WAs my next question. So you
antici pated my question.

JUDGE HAYNES: Okay.

THE W TNESS: ' m sorry. \What was the question?
BY MR. GOWER:

Q Have you tal ked to anybody at Metra and the
CTA about their interest in receiving any of the
future 191,000 AM neters that you propose to

install and anticipate perhaps using Rate ACEP to

fund?
A. No, | have not.
MR. GOWER: | have nothing further.

JUDGE HAYNES: Thank you.
Redi rect ?

MS. SCARSELLA: Can we have a moment ?
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JUDGE HAYNES: Sur e.
MS. SCARSELLA: Thank you.
(Recess taken.)

MS. SCARSELLA: Your Honor, | just have two
guesti ons.

JUDGE HAYNES: Okay.

REDI RECT EXAM NATI ON
BY
MS. SCARSELLA:

Q M. Marquez, do you recall when Ms. Lusson
asked you about Page 10 of your testinony, in
particul ar, whether ComEd has eval uated -- has
gquantified the energy savings with respect to the
depl oyment of AM nmeters?

A. Yes.

Q Does that -- does that -- the fact that
ConmEd has not quantified that benefit, does that --
does that mean that they don't exist?

A No, they do exist. The benefit does exist.

Q Can you explain further how?

A Yes. One of the areas is the -- in terns

of unbilled energy, and this is -- relates through
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continuous usage on the meter.

A customer may | eave the prem se, close
their account, but the power stays on. And there
may be a time between the next customer actually
com ng on and actually requesting service when
there is energy used in that prem se. I n that
event, there's no one that energy usage between
customers gets charged to.

So, therefore then, that is an unbilled
energy anount that can be realized.

Q And one nmore question.

Have -- has ComEd done any surveys once
the in-home devices and the equi pment have been
installed in homes?

A We did a post-installation survey for the
customers in the AM footprint pilot.

Q And what were the results of those surveys?

A. We had -- those surveys resulted that over
90 percent of the custonmers surveyed were satisfied
with ComEd and the installation of those smart
met ers.

MS. SCARSELLA: | have nothing further.

111



10

11

12

13

14

15

16

17

18

19

20

21

22

JUDGE HAYNES: Ms. Lusson?

RECROSS- EXAM NATI ON

BY
MS. LUSSON:
Q M. Marquez, with respect to that survey,

those were with the customers who chose to instal
the in-home devices?

A These were all the custonmers -- these were
all the customers who received a smart neter,

whet her or not they had an in-home device or not.

Q Okay. And how many of the customers that
participated in it -- did those surveys go to every
single customer that -- or just the customer

applications pilot customers?

A No, they went to all the customers who
received a smart meter.

Q And how many -- what percentage of
customers responded to the survey?

A. | don't recall offhand.

Q And were customers given a financi al
incentive to respond to the survey?

A. No, they were not.
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MS. LUSSON: Okay. Thank you.

MS. SCARSELLA: | have nothing further.

JUDGE HAYNES: Thank you, M. Marquez.

THE W TNESS: Thank you.

MR. FOSCO: Your Honor, ComEd calls M. MMahan
to the stand.

JUDGE HAYNES: Good afternoon, M. MMahan.
Pl ease raise your right hand.

(Wtness sworn.)
JUDGE HAYNES: Thank you.
M CHAEL B. McMAHAN,

called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:

DI RECT EXAM NATI ON

BY
MR. FOSCO:
Q Pl ease state your name for the record and

spell your | ast nane.
A M chael B. McMahan, M c-M a-h-a-n.
Q " m sorry.
A. Vice president of smart grid technol ogy,

ComEd, Two Lincoln Center, Oakbrook Terrace.
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Q Okay. M. MMahan, have you prepared
written testimony for this proceeding?

A | have.

Q Okay. Do you have in front of you what has
been marked for identification as ComEd Exhibit 2.0

entitled The Direct Testimny of M chael B

McMahon?
A | do.
Q Okay. Is -- is this document a true and

correct copy of the direct testinmny that was
prepared by you or under your direction and control
for this proceeding?

A It is.

Q And do you have any corrections to that
testinony?

A | do not.

Q Okay. Do you also have in front of you
what has been marked for identification as ComEd
Exhibit 7.0 entitled The Rebuttal Testinony of
M chael B. McMahan?

A | do.

Q And is this document a true and correct
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copy of the rebuttal testimny that was prepared by
you or under your direction and control for this
proceedi ng?

A It is.

Q Okay. Do you al so have -- or do you have
any corrections to that docunent?

A | do not.

Q Do you al so have in front of you what has
been marked for identification as ComeEd Exhibit 9.0

entitled The Surrebuttal Testinmny of M chael B

McMahon?
A. | do.
Q And is that document a true and correct

copy of the surrebuttal testimny that was prepared
by you or under your direction and control ?

A. It is.

Q Do you have any corrections to that
document ?

A. | do not.

Q Is the testimony that you provide in ComEd
Exhibits 2.0, 7.0 and 9.0 true and correct, to the

best of your know edge?
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A It is.

Q And if | were to ask you today the
guestions contained in ComEd Exhibits 2.0, 7.0 and
9.0, would your answers be the sane?

A. It woul d.

MR. FOSCO: Okay. Your Honor, | move for
adm ssion into evidence of ComkEd Exhibits 2.0, 7.0
and 9.0. These documents were filed on e-Docket on
August 31, 2010; December 3, 2010; and January 10,
2011, respectively.

JUDGE HAYNES: | s there any objection?

Hearing none, ComEd Exhibits 2.0, 7.0
and 9.0 are admtted into the record.
(Wher eupon, ConEd
Exhi bit Nos. 2.0, 7.0 and 9.0
were admtted into evidence as
of this date.)

MR. FOSCO: And we tender M. MMahan for
Cross-exam nati on.

MR. BOROVI K: Your Honor, | have a quick request
before | begin.

| was going to ask several questions of
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M. MMahan, but | wonder if it'd be acceptable for
Karen Lusson to also ask a few capital process
gquestions as well.
JUDGE HAYNES: ComEd?
MR. FOSCO: | s that going to be the demarcation
of --
MR. BOROVI K: It will be.
MR. FOSCO: -- issues?
We don't object.
JUDGE HAYNES: Okay.
MR. BOROVI K: Thank you
CROSS- EXAM NATI ON
BY
MR. BOROVI K:
Q Good morning, M. MMahan. My nanme is
M chael Borovik and |I'm going to ask sonme questions
on behalf of the People of the State of Illinois.
First, your title -- current title is
VP, smart grid technol ogy, correct?
A That's correct.
Q You previously held the series of positions

with increasing responsibility with
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General Electric; is that correct?

A Yes.

Q | have a few questions that are
definitions. | want to ask you the technol ogy and
| want you to define the technol ogy. | do this, in

particul ar, because we're going to be tal king about

t hese things and | want us to be on the sanme page

And, in particular, some of these terns, often in

di scussi ons, there's m sunderstandi ng of what these

terms mean, and these are all terms as | know t hat

are in your testinony.

And I'll point to the -- where it is

n

your testinmony. But starting with EV, or electric

vehicle, you talk about that throughout your
testi mony on Page 1.
What is an electric vehicle?

A Well, | think you have to broaden that
definition to the category of electric vehicle.
There's several types of electric vehicles on the
road right now.

There's hybrid electric --

Q " m sorry. And | don't mean to interrupt

118



10

11

12

13

14

15

16

17

18

19

20

21

22

you. Maybe 1'I1l just tell you the definition
because you're going to -- my next question is a

hybrid. Then the one after that is a plug-in

hybri d.
A. Yeah.
Q The next question after that is

di stribution automati on.

A Yeah.
Q Di stributed generation and smart grid
technol ogy. Those are the questions. "' m sorry.

Sorry to interrupt.
A. So which one do you want now?
Q El ectric vehicle. And really just a brief

definition.

A. Okay. Well, electric vehicle is powered by
battery.
Q And a Nissan Leaf would be one type of

electric vehicle?
A. A Nissan Leaf is a pure electric vehicle.
Q And a hybrid vehicle. You talk about that
on Page 3 of --

A. Yeah, a hybrid vehicle self-charges through
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regenerative charging off of the braking system

and, oftentines,

Q

non- nodi fied Prius?

A

Q

A

And t hat

Correct.

has an

St andard Pri us.

A plug-in hybrid can be a -- it'

i nternal combustion engi ne.

woul d be like a Prius

And a plug-in hybrid?

carries a plug with it.

but you can also plug it

the battery as well

br aki ng.

Q

A

range of equi pment

the grid and,

s a --

it

It's the same as a hybrid,

into a socket

to charge

as fromthe regenerative

And di stri bution automti on?

Yeah,

t hat

you can put on

the --

functionally, they all serve to

automatically sense grid conditions and take

corrective actions on their own wi thout

i nterventi on.

Q

s AM

di stribution automati on systenf?

A

It

can be,

yes.

human

generally considered a part of

on

a

di stri bution automati on covers a wi de
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Q Di stri buted generation?
A. Di stributed --
Q Thank you
A. -- generation
Di stri buted generation has a wi de range
of technol ogies that can go with it, including
batteries, including solar, including wi nd power.

And, typically, it's smaller generation sources
used for small -- small geographic areas on the
order of a block to maybe a couple square m | es.

Q If there was a sol ar panel on a house, that
woul d be distributed generation?

A. It's distributed generation typically if it
can feed back into the grid.

Q And assum ng it does then, would that also
be a part of distribution automation then?

A. No, that's distribution generation --
that's distributed generation.

Q So distributed generation, a solar panel
t hat could have the possibility of power going both
ways?

A. Ri ght .
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Q Back into the grid and in the house also
t aki ng power fromthe grid, but that would not be a

part of distribution automation?

A. Strictly defined, no. But they all work
t oget her.
Q Okay. And smart grid technology -- and |

figure you're the one to ask since that's your
title.

A. Hm hmm

Q So a smart grid technol ogy, what would be a
definition of a smart grid technol ogy?

A. A smart grid technol ogy, once again,
enconpasses a wi de range of technol ogi es.
M croprocessor-based technol ogies with two-way
communi cations typically is the way we'd tal k about

it.

Q Must it be digital communication?
A. Yeah, all smart grid is digital.
Q And is AM then a subset or one type of

smart grid technol ogy?
A Yeah, it's one type of smart grid.

The meter, if -- whatever you read, no
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matter what document you read with smart grid

technol ogy, whether you're starting fromthe home

and going back to the substation or whether you're

starting fromthe -- fromthe meter and going into

the home, the nexus of smart grid technology is

that smart meter. That's pretty wi dely accepted.

Q Okay. Now, to your testinony.

You tal k about the electric vehicle

pilot. On Page 3 of your direct testimny --

A. Okay.

Q -- you state, It will provide inval uable

knowl edge to customers and the industry, correct?

A. Sur e.

Q That's on Line 527

A. Okay. That's correct.
Q So what do you mean by "customers"?
A. Well, what we mean customers in the

i ndustry is our custoners.

of

Q ConmEd customers?
A. Al'l customers.
We intend to publish a report at the end

this and we believe that will have benefit to
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ComEd customers as well as others.

Q So any customer?

A. Anybody.

Q Any customer that would be interested in
this technol ogy?

A. Ri ght .

Q So -- all right. And then when you state

"in the industry" --

A HmM hnm

Q -- does that mean industrial customers
and --

A. Fl eet applications.

Q Fl eet applications. Okay.

So a taxicab service --

A. Sur e.
Q -- could be -- okay.
You state this proposal will provide

knowl edge of EV life cycle costs and operational
consi derations that would be valuable in the
operation of our own utility fleet as well to
customers considering adoption of EVs, correct?

A. Correct.
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Q And that's --
A What |ine is that?
Q -- that confirms what you just said.

It's Line 61 and 62.

A. Okay.

Q Page 3.

A. That's correct.

Q Okay. Now, | ooking at your current
fleet -- and, in particular, this is Page 4 of your
rebuttal. You state, For exanple, the 50 Prius

hybrids and plug-in hybrids combi ned represent

about eight percent of the total passenger cars

the fleet; is that correct?
A. Ri ght . Yep.
That's correct.
Q The current fleet described above and
certain charging stations have been recovered

t hrough base rates; is that correct?

only

in

A. Where are you reading that?

Q | m not . l"m-- that comes from ne.

A. Okay. So restate your question.

Q The current fleet that | just described --
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A. Ri ght .

Q -- and the certain charging stations that
are associated with that, those have been covered
t hrough base rates; is that correct?

A. Well, the -- well, that's correct.

But we have no charging stations for
the -- no what you'd consider to be charging

stations for the ten Priuses.

Q How are they charged?
A They' re charged on an electrical outlet
fromthe wall, 110 volts.

Q Okay. Thank you for that.
A Level 1.
Q There have been no disall owances of costs

associ ated with these vehicles that you're aware

of; is that correct?
A. That's correct.
Q Okay. Back to the EV pilot. ' mgoing to

go back to your direct testinmny on Page 4.
You state that, But little information
is available with the total |life cycle cost of

owni ng these vehicles, given ComEd' s work
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environment and wi de range of fleet equi pment used;
is that correct?

A. That's correct.

Q Are you aware of any electric vehicle
pilots ComEd is currently involved in?

A. No. |'"'mnot -- | don't want to -- no, we
have no electric vehicles on property.

MR. BOROVI K: Okay. Can | approach the witness?

JUDGE HAYNES: Sur e.

THE W TNESS: Okay. Are you referring to the
Clean Cities Grant?

BY MR. BOROVI K:

Q Yes.

A. Okay.

Q Now | am at this point. Yes.
A. Okay.

Q Are you aware of that?

A Sur e.

Q Can you read what |'ve highlighted in
yell ow, starting with the title.
A. Hm hnm Yes.

Q "' m sorry. Can you read it out | oud,
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pl ease, as well.

A. The highlights?

Q Yes.
MR. FOSCO:. Actually, | just want to -- | guess
| m going to object on foundation -- objection,

your Honor .
| think we don't have any foundati on
established at this point.

JUDGE HAYNES: | agree.

MR. BOROVI K: | think I've gone to great | engths
to lay a foundation, your Honor.

The point of the -- what this w tness
has said is how important this information is.

JUDGE HAYNES: What's the docunment in front of
him he's reading fronf

THE W TNESS: It's a web page.

MR. BOROVIK: This is the City of Chicago's web
site. It tal ks about the City received 50 mllion
federal econom c stinmulus funding, and ConEd is
identified in this.

If the witness isn't aware of it, he can

certainly state that. But this is talking about
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electric vehicles, it's tal king about

it's tal king about federal

alternative vehicles. And if the w tness
aware of it, he can certainly state that
nove on.

MR. FOSCO: Al'l 1'm objecting to, your

ConEd, and

stimulus money and

isn't

and |'11

Honor ,

| think we need to establish a little foundati on.

| don't think we've asked if he's seen

this document.

JUDGE HAYNES: You gave him a docunment

told himto read it.

BY MR. BOROVI K:

Q Okay. " m sorry. Let

agai n. | apol ogi ze.

me give it

Have you seen this document?

MR. FOSCO: Before t

MR. BOROVI K: Sorry.

oday?

and you

to you

THE W TNESS: Before |like two seconds ago?

BY MR. BOROVI K:

Q Before right now.

Before right

now.

i's
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Q Okay. Could you read what 1've

hi ghl i ght ed.

MR. FOSCO:. Well, your Honor, I'mgoing to
object. W don't have the foundation for this
document .

' m not sure what just having this
wi t ness read a document he's never seen before,
what that gets us.

JUDGE HAYNES: He doesn't know what the document

MR. BOROVIK: Well, that's why 1'd like himto
read it and so we could discuss it, but the title
itself, | think, describes what the docunment's
about .

| could read the document and he could
see if he agrees with it or not. | have no problem
with doing that, your Honor. But this is about --
the article's about electric vehicles. ConmEd is
mentioned in the article. " m just asking the
wi tness -- he has said he's not aware of vehicle
pilots that ComEd's been involved in. This is an

article that suggests --
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THE W TNESS: | need to correct that. That's
not what | said.
MR. FOSCO: Okay. Your Honor, | think that
m scharacterizes the testinmony.
He asked if there was a pilot. He
didn't ask if he was aware of EV vehi cl es.
BY MR. BOROVI K:
Q Let me try this -- way, your Honor:
Are you famliar with the City project
that is the title of that docunment?
A l'mfamliar -- well, | don't want to be
| egalistic, but the answer is no; but | think this
refers to the Clean Cities Grant.
I s that what you're asking me about, the

Clean Cities Grant?

Q. It -- could he read the title of the
docunment .
JUDGE HAYNES: Well, are you trying to say that

he has said something incorrect? 1s that what
you're trying to get at here?
MR. BOROVI K: l'"'mtrying to say that there's

i nformati on out there about electric vehicles that
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he's -- that he has said in his testimny is very

i mportant. It's important not only to ComEd
customers, it's important to fleet vehicle
customers. And it sounds like it's -- according to
M. McMahan, it's inportant to the country, that
this information is going to be avail abl e.

Now I "mtrying to show that there's
certain informati on avail able out there now, and if
he's aware of it, I'd like himto --

JUDGE HAYNES: Okay. He's never seen the
document before. And maybe he's -- | mean, you can
ask about the Clean Cities project. Maybe he has
some knowl edge about it.

MR. BOROVI K: Maybe | could ask him specific
guestions fromthe article and he can either answer
t hem or not.

BY MR. BOROVI K:

Q The title of this states, City receives
almost 15 mlIlion in federal econom c stimulus
funding to expand the use of alternative fuel
vehi cl es.

Are you aware of anything |like that?
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A. ' m aware of the Clean Cities Grant.

Q Are you aware that in this article that's
posted on the City of Chicago web site, they talk
about fleet vehicles being tested, hybrids,
electric vehicles and others such as biodiesel
vehicl es?

Are you aware of that?

A The Clean Cities Grant contains some of
t hose vehicles, yes.

Q In here, are you aware that it says the --

JUDGE HAYNES: He's already said he hasn't read
the article. So he's not aware of the content of
the article.

MR. BOROVI K: What -- he hasn't read the whole
article, and I was tal king about the portions of
the article and asking if he's aware of it or not.

BY MR. BOROVI K:

Q So you're aware generally of the progranf?
A ' m aware of the Clean Cities Grant.
Q Can you tell me what you know about the

Clean Cities Grant?

A. | know about the ComEd involvement in the
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Clean Cities Grant.

Q What's ComEd's involvenment in the Clean
Cities Grant?

A. So ConmEd's involvement in the Clean Cities
Grant is there's been some -- and this is in the
testinony. There's been some noney awarded for
ConmEd in the Clean Cities Grant to have some bucket
trucks, some hybrid bucket trucks; not electric
vehicles; some hybrid Ford Escapes; and one digger
derrick truck, hybrid once again. And that's a --
and 36 charging stations.

Q Are you asking for hybrid bucket trucks or
charging stations in your request?

A. No, you don't need a charging station for a
hybrid bucket truck.

Q Are you asking for hybrid bucket trucks in
your request?

A For the Clean Cities Grant, yes.

Q How about in your testimony in this -- in
this case?

A. | believe it is in the testinmony. lt's in

some of the DRs.
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Q So are you -- are you -- do you believe --
is it your opinion that there is information that

woul d be available as a result of the Clean Cities

Grant that customers, fleet vehicles -- people who
are interested in fleet vehicles will benefit fronf
A. Well, let's go back to the definitions.

Our pilot is for electric vehicles,
plug-in electric vehicles. The hybrid bucket
trucks I'"'mreferring to, the Ford Escapes |I'm
referring to are not plug-in electric vehicles.
They're hybri ds.

And so the pilot's focus, which is on
the life cycle costs of electric vehicles, is not

applicable in the Clean Cities Grant.

Q So there's differences, you're saying,
bet ween - -

A. Yes, it's different technol ogies.

Q But will there be some information that
will benefit fleet vehicle users and customers that

either are interested in electric vehicles or
plug-in hybrids that could benefit fromthis

i nformati on?
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MR. FOSCOC: Your Honor, I'm --

THE W TNESS: |'m sure there will be, but I'm
not famliar with what the Clean Cities reports are
going to be.

BY MR. BOROVI K:
Q That's all | had about this article.
Are you aware of the U.S. Department of
Energy that has a smart grid information
cl eari nghouse that they have online and post
i nformati on about different smart grid
technol ogies, electric vehicles, battery
t echnol ogi es?

Are you aware of that?

A There's a | ot of them
Q This --

A. Can you be specific?
Q. Sure.

This is a smart grid information
cl eari nghouse. It's sponsored by the U.S.
Department of Energy. Are you aware of that one?
A No.

MR. BOROVI K: May | approach the wi tness?
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JUDGE HAYNES: Sur e.

MR. BOROVI K: Your Honor, | want to -- this wll

be AG Cross Exhibit 2, and | don't have three

copies for you.

(Wher eupon, AG Cross

Exhi bi t
mar ked
as of t
BY MR. BOROVI K:
Q This is an articl

No. 2 was
for identification

his date.)

e about your fornmer

company, General Electric. Are you aware of this

informati on, that Gener al

El ectric to buy big EV

fleet to study users' behavior?

Are you aware

of this?

A. | am aware of that.

Q Okay. Coul d you

read the first sentence.

MR. FOSCO: Your Honor, | want to object to

f oundati on agai n.
| mean, he's t

with the topic he identif

estified he's fam i ar

i ed, but we don't have any

foundation for this document, which appears to be

somet hing entitled Smart

Grid Today.
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1 MR. BOROVI K: Wel | --

2 JUDGE HAYNES: Can you |ay a foundation?

3 BY MR. BOROVI K:

4 Q GE is going to buy 25,000 electric vehicles
5 in this article by 2015 for its own fleet and it's
6 going to be marking the | argest single EV

7 commtment yet.

8 It's also stating --

9 JUDGE HAYNES: Are you testifying as to the

10 content of that article?

11 MR. BOROVI K: No, |I'"m going to have a question
12 about it for the witness.

13 MR. FOSCO: Well, your Honor, | think -- 1 mean,
14 he needs to lay a foundation. Otherwi se, this is
15 just hearsay evidence of sonme news article.

16 MR. BOROVIK: Well, I"mnot -- |I'"mnot offering
17 this for the truth of the matter asserted. He says
18 he's aware of it and | wanted to ask him some

19 questions about it.

20 MR. FOSCO: Well --
21 MR. BOROVI K: Maybe you could tell me about
22 this.
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BY MR. BOROVI K:
Q What is GE doing, M. MMahan, here that
you' re aware of? What kind of vehicles are they

purchasi ng, what type of vehicles, if you know?

A Wel |, according to the article and your
hi ghlights, they'll buy 25,000 EVs by 2015. That's
fours year fromnow. They'll initially buy 12,000

GM vehicles, starting with a Chevy Volt next

year -- this is dated as 2010, so | assune that
means 2011 -- and other EV brands as they cone to
mar ket .

They' Il open a pair of EV customer

experience and |l earning centers to evaluate vehicle
performance and consumer chargi ng behaviors, it
sai d.

Q Assum ng -- do you have any -- do you have
any reason to believe that if they follow through
with this, that this information wouldn't be
val uable to customers of electric vehicles and
fl eet vehicle owners?

MR. FOSCO: Your Honor, |I'm going to object to

f oundati on. | think it calls for specul ation
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about -- about some program that General Electric
may be running.

JUDGE HAYNES: It's definitely -- it's
specul ation, and he's really just reading from a
sheet of paper you' ve handed him wi thout |aying a
foundation for. So --

MR. BOROVI K: Ri ght .

JUDGE HAYNES: -- 1'"m having trouble.

MR. BOROVI K: My question was, if -- 1 could
even make it a hypothetical

Why don't | make it a hypothetical

JUDGE HAYNES: Sur e.

BY MR. BOROVI K:

Q Assumi ng somebody out there buys all these
vehicles, let's say 25,000 vehicles, and let's just
say they initially buy 12,000 vehicles and |l et them
be GM Chevy vehi cl es.

And then they -- also, hypothetically,
t hey open a pair of customer experience and
| earning centers to evaluate vehicle performance
and customer charging behavi or.

Wul d that be a benefit to fleet vehicle
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owners and to electric vehicle owners, if just
hypot hetically that happened?

A. Well, |I'"msure anything that they -- since
there's no -- since there'd be new information, it
woul d probably be a benefit, but this is not the
pur pose of our pilot.

Our pilot is to evaluate the operation
of electric vehicles in a fleet in the Chicago area
and assess life cycle costs. And according to the
pi ece of paper you handed nme and the highlight that
you highlighted, it has to evaluate vehicle
performance and consunmers' charging behavi ors. | t
says nothing about Iife cycle cost.

So | think our EV pilot is quite
different from what is being proposed here.

Q Okay. And nmoving away fromthis and on to
the life cycle, you've tal ked about the tim ng of
your pilot. And let's look at the time |ine.

The pilot would start in 2011, you're
sayi ng?

A. Yeah. We said -- we propose to make these

i nvestments basically from August 2011 t hrough
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May 2012.

Q And some -- there's sone vehicles that may
not be available. You've tal ked about -- | think
there's been, in your testinony and M ss Hi nman,
some discussion about when certain vehicles, for
exampl e, the Leaf, m ght be available; that in this
area -- there -- it may not be available until --

A. Could you refer to the line where |I said

that in the testimny --

Q. Sur e.
A -- please?
Q Page 5 on -- |I'm sorry. No. Hol d on one
second.
Well, on Page 6, you talk about the time

line. We are proposing the pilot period conclude
by the end of 2013. We will have collected enough
data by that time to develop a total life cycle
cost of ownership for each class of vehicle as well
as data on how the vehicles performed.

' m sorry. Let me ask a different
guestion because I'"'m-- |I'm having a hard time

finding where that other information is.
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So how long a tinme period then? So
sometime in 2011, and it concludes in 2013, or
what -- then are we tal king about a year and a

hal f, something like that?

A. Yeah, we'd start -- as the testinmony | ays
out, it would start in August of this year with
purchases and we would conclude the pilot in -- by

the end of 2013 and when we file a subsequent
report.

Q And you had said in your testinony you're
trying to test urban, suburban, rural areas,
geographic footprint and fairly diverse climte
condi tions.

Do you nmean, in "climte conditions,"”

summer, wi nter, spring, fall?

A. Where are you reading, please?

Q "' m sorry. Page 3, Line 56

A. Okay.

Q So you're testing -- this is a question for

clarification.
By "diverse climate conditions,"” you

mean Chi cago having, you know, hot sumers, cold
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wi nters, testing throughout a season; is that what
you're --

A The climate conditions in our service
territory. That's correct.

Q Uni que climate conditions in the ConmEd
service territory?

Okay. And so how many -- with this tinme
peri od, do you anticipate you'll be able to test
sonmething like battery life within this time
period?

A You should be able to measure batteries.
The characteristics of the Lithiumion batteries,
every time you charge them they lose a little bit.

So using smart charging technol ogy, we
will be able to tell how fast -- what the charge
| evel is on the battery, when it's plugged in to
charge, and what the charge level is when it's
conpl eted the charge.

So there should be some data avail abl e,

yeah.
Q And how many seasons then will you be able
to test? You'll be able to test one full season or
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season -- or one and a half?

A. Wel |, however many there are between
August and -- 2011 and the end of 2013.

MR. BOROVI K: No further questions on the
electric vehicles issues.

JUDGE HAYNES: Ms. Lusson?

CROSS- EXAM NATI ON
BY
MS. LUSSON:

Q Good norning, M. MMahan.

A. Hel | o.

Q Now, as | understand the Conpany's
proposal, the Rate ACEP proposal includes requests
for technol ogy such as EVs and smart grid
di stribution automati on that would be recovered
t hrough the Rate ACEP; is that right?

A. Well, we don't -- we don't actually propose
a distribution automation. W propose a process.
So that piece is in with the AM process for
recovery, but we do propose a recovery for EV --

Q Okay.

A. -- specific funding.
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Q And is it correct that the EV technol ogy
and any of the distribution automation technol ogy
t hat you discuss in your testinony would not be put
t hrough the Company's annual 12-month-1ong capital
budget process, but, rather, would be a part of the
proposal s made t hrough Rate ACEP?

A. These specific projects have not been part
of the capital project.

Now, we do have small -- we do have a
smal | distribution automati on program that's
ongoi ng. | think Mss Blaise testified to that.

So that does go through.

But the process for distribution
automation, which is talked about in Dr. Henphill's
testinony, and the EV pilot which is tal ked here,
is not part of our annual -- has not been part of
our annual budget review.

MS. LUSSON: Okay. | want to show you what 1|

mar k as AG Cross Exhibit 3.
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(Wher eupon, AG Cross
Exhi bit No. 3 was
mar ked for identification
as of this date.)
BY MS. LUSSON
Q AG Cross Exhibit 3 is the Conmpany's
response to AG Data Request 2.01, which requested
t he Company to descri be each step of the Conpany's
capital expenditure budget review and approval
process; is that correct?
A. Correct.
Q And it's my understanding that this
response was prepared by you or under your

direction or supervision?

A "' m checking, but I'"mgoing to say that's
correct.
Q Now, | ooking under the first action item

listed there, it states that corporate finance

i ssues, budget-planni ng cal endar and gui dance
letter, and it lists that this takes place during
the first quarter.

So does that occur in January then for
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the follow ng year's capital budget work plan?

A. Well, the first quarter for the follow ng
year. We'd like it to be in January, but sonmeti mes
it's not.

Q And who issues that planning cal endar and

gui dance letter, ComEd or Exel on?

A Well, that comes -- what | see cones from
ComEd.
Q Next, under the category of Action, it

states, Integration of business assunptions and
bui |l di ng of business plans for Exel on.

So is this something Exel on prepares
that is incorporated into the ComEd budget process?

A No, | think that's -- |I'm not sure why we
used the word "Exelon" here.

What we do is we get -- we'll get our
financial direction from ComeEd from our CFO, and
that | ays out what your budgetary constraints are
for the year.

And then once -- once we have those, we
go through a business planning process where we're

going to lay out our major business plans and
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initiatives within ConmEd for the year.

Q And when the CFO | ays out the -- | thin

you referred to them as the budget constraints

A. Sur e.

Q -- is that the word you used?

s there a specific dollar

k

val ue that's

listed as in, Here's our cap and work with this

number, or how does that -- how is that

in the letter?

A. He'll provide us with our --
capital expenditures as well as what
expenditures are for the year.

Q And is it divided into --

A. That's what | see.

what our

our O&M

Q Okay. And is it divided into company

departments at that point or does the Conmpany,

whol e, then work within itself to divvy up that

amount of avail able capital spend?

A. Originally, we'll get that -

t hat anou

of money as an aggregate, and then there's a --

it's kind of a two-step process. And then it's

di vi ded between the operating units,

and that's

refl ected

as

nt

a
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t hat happens at the senior |evel.

Q Okay. And those two units are?

A. Well, there's nmore than two units, but, you
know, what | see is operations, customer
operations. There's -- and then there's

regul atory, |egal, advertising.

There's a |l ot of different departments.

What | see is the operations budget.
Q And then the long -- under Action in this
response, it lists, Long-Range plan or five

full -year projections of operational results --
A. Ri ght .
Q -- for the operating conpanies are
establi shed and approved by the executive
comm ttee.

A. Ri ght .

Q Are -- the reference to operating conmpanies

there, is that ComeEd and PECO?

A. What | see as the five-year LRP is ConEd's.

Q Okay. And what is the executive commttee?

|s that an Exelon commttee or is that a board or

executive board --
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A. Well, you know,
comm ttees.

In this case
executive commttee as the
seni or executive committee
We typically refer to that
Exel on executive commttee

Q Woul d t hose seni or

Conpany be the vice

there's a

| ot of

' m going to define the

Commonweal t h Edi son

-- seni or executives.
as CMC. There i s an
as wel | .

executives within the

presidents or...

A. Seni or vice presidents and above.

Q Okay. Now, the next action item says, The
busi ness units kick off their budget process.

A. Yeah.

Q Can you descri be what that -- first, what
is the -- what do you mean by "business unit"
t here?

A. That'd be --
units are what was
That's the operating unit.
our

organi zati ons,

organi zati ons.

t wo of

constructi on and mai nt enance,
and then the custoner

And the customer

the | arger business

referred to as operations.

That's where we have
our |ine
service

service
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organi zation is where we have our call center, our
meter readers, things |ike that.

Q And descri be what that -- when you say
"kick off their budget process," what does that
entail ?

MR. FOSCO: Your Honor, | guess |I'mgoing to
object to relevance and potentially beyond the
scope.

| mean, there are certain issues
regardi ng the budget process that relate to the
issues in this case, but the budget process in and
of itself is not an issue in this case. And
t hi nk we've been going quite a while just about the
general budget process and | don't see any
connection to the issues in this case.

MS. LUSSON: Well, the Conmpany -- ConEd is
proposing a rate methodol ogy that alters how
certain designated capital additions and new
technol ogies will be approved and paid for, and |
think for the Comm ssion to evaluate that proposal,
there has to be an understandi ng of how t he Company

currently decides to invest in plant and new
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technol ogi es and what kind of a budget process the
Conpany requires for capital additions to be
approved.

MR. FOSCO:. And | think my objection, your
Honor, is that we're not focusing at all on that
i ssue that Ms. Lusson just identified. W're just
focusing on the general budget process instead of
t he budget process that's relevant to the
technol ogy at issue here.

JUDGE HAYNES: "1l let the question go.
Obj ection overrul ed.

MS. LUSSON: Thank you, your Honor.
BY MS. LUSSON

Q So | think you were about to describe how
t he business units kick off their budget process.

A. Well, it's a -- we get together in a really
big meeting, and the dollar values are laid out and
t he budgetary constraints are |aid out and what our
targets are for the year and, at that point, we
start a -- we refer back to the LRP.

So our five-year LRP is -- it's a

rolling five years. So when you go into your
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det ai |l ed budget plan, you have the benefit of the

previous year's LRP number. So that's where you

start in your detailed budget planning.

And when we kick it off, we bring in all

our departments within the business unit and that

gets laid out as to here's the financial

constraints and budgets we've been provided by --

by the financial organization and by our
| eadership. And the first step of the kickoff

meeting is to educate everybody on what those

nunmbers are, brief them on what the time line is

for getting to a nunber which then has to be --
up the ComkEd chain for review and approval.

Q Okay. And is it at that point that the
i ndi vi dual business units identify what capital
addition projects they are interested in having
approved eventually through the 12-nonth-Iong
process?

A Well, of course, it's not -- it doesn't
happen all at one meeting.

Q Hm hmm

A. | mean, this is months --

go
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Q Ri ght .
A. -- that takes place.

But the first step of that budget
process is to review what was in your plan the
previous year in the LRP.

So, for instance, this year, we'll have
a five-year LRP. The beginning of that five-year
LRP will be 2011, but we'll also put in data for
2012, 13, 14, 15 and 16. The farther out you get,
the |l ess detailed it is. So the first two years
are pretty detail ed.

So we start -- we start our budgeting
process with the plan that we put in place the
previous year. And so the first step of your
process is that you review that plan to see if its
basi c assunptions are still operative and if new
projects have conme in, whether the economy is -- is
functioning the way we thought it'd function, what
our trend lines are, et cetera, et cetera.

Q And in those |l ong-range plan details, it
sounds |li ke that the nost detail is provided for

t he upcom ng two years?
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A. Sur e.

Q Is -- are individual project -- projects,
that is, plant additions, listed in those
| ong-range plans?

A. Yeah, it's -- it's a bit of a m x.

If you |l ook at the ComEd budget, it's
pretty stable year to year. There's typically
about 15 percent capacity spend, 25 percent
corrective mai ntenance, 25 percent new business, 15
percent system performance; and the bal ance is made
up of customer operations, meter, call center,
things like this.

So -- and the capacity expansion
category typically makes up 15 percent of our
spend. That is -- that is pretty detailed in ternms
of the projects because the -- the capacity
expansion group | ooks forward several years, and we
have projects laid into the several years. So t hat
just is a validation. So capacity expansion is
going to have nmore detail in it than not in the
capacity expansi on.

If you nmove to corrective maintenance,
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that's more of a trend |ine associated with that.
We know year over year how much corrective

mai nt enance we performed. It's pretty regul ar.
It's hard to, you know, get down to a project |evel
on the cross-arm on Pole 14372 is cracked and needs
to be repaired, but we know trend-w se what that

i S.

New busi ness, 25 percent of the budget
is a mx between the |arge projects that have
al ready been identified. Those would be
commercial, industrial, |large industrial or
hi gh-rises. And then it's also trended as well for
the smaller -- smaller service connections on an
i ndi vi dual hone.

And then your system performance, which
is the last to go, because that's discretionary.
System performance is discretionary. \When you
t hi nk about it, capacity expansion, new business
and corrective mai ntenance, those are all required
cat egori es.

Q Hm hmm

A. You got to hook people up; you got to keep
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the lights on; you got to provide enough
electricity.

So the | ast category that serves as the
surge tank is the system performnce category, and
t hat won't have specific items in it, typically,
but it'll be trended. | mean, we'll know the
cat egory of work. For instance, we can -- we're
going to do so much underground residenti al
devel opment work next year, but that's a function
of what's available in the budget.

That answer the question?

Q Yes. Thank you.
A. Okay.
Q And -- and now I think you indicated system

performance i s approximtely 25 percent?

A 15.

Q 507

A. Actual ly, 14. 1-4.
Q Oh, I --

A. System perform --
Q 14.

A. -- typically.
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Q And how about -- do you know typically what
the other three categories that you mentioned, for

exampl e, capacity expansion?

A 15 percent, 1-5; new business, 2-5. And
what did | say? | said --

Q Corrective mai ntenance?

A. Corrective mai ntenance is 25 as well, 2-5.

Q Okay. So is it correct then that each of

t he departnments that participate in this budget
process for the four categories, does each of the
personnel or the | eaders of the personnel of the
departnments identify which projects they want to
prioritize for each of those four categories that
you' ve di scussed?

A. Yeah, we have a category feud -- view So
all our spend is rolled up under one of those
cat egori es.

Q Now, the next action item says,
Consol i dated Exxon (sic) LRP is approved by
executive commttee, which takes place in July.

And, again, the acronym LRP there is

| ong-range plan?
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A

Q

Correct.

And is this an Exelon | ong-range plan or

ComEd | ong-range plan?

future

The one | see is a ComEd | ong-range pl an.

Okay. And by "long-range plan," again,

Five years.

Five years.

And these -- this is a five-year | ook at

i nvestments in the categories that you've

di scussed?

A

Q

That's correct.

Now, the next action item says, Work for

t he operations business unit is risk-scored and

approved by VPs and senior VPs.

Can you descri be how the risk-scoring

process works?

A

Q

>

> O

Yes, | can.

WIIl you?

Yes. Yes, | wll.
Thank you

So the budgeting process risk scoring is
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relatively new for ComEd. We introduced it about
four years ago. We created this process ourself.
In the past -- in the past, many years
ago, basically, budgets were set by whoever was
most passi onate about what they were tal king about.
The risk-scoring model removes all that
enmoti on. It's a risk-scoring nodel that takes into
effect what the project is, what the consequences
of failure are, and what the inmpact of that failure
iIS. It's a grid matrix. And so each job gets
risk-scored and it comes up with a number, and the

hi ghest risk-scoreds go first and then you work

down the table until you hit -- until you run out
of money.
Q And when -- if a project then is deemed a

numeri cal value based on what the perceived need
for or inportance of the project in terms of
reliability or --

A Correct.

Q And are there other factors in addition to
reliability that are risk-scored?

A. Yeah, consequences of failure.
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So you m ght have a transformer out

there that has -- has several health indices -- we
call them health indexes -- that indicate that that
transformer is on -- has an internal fault. So

|l et's say you have a transformer out there that has
ethylene gas in it, but it hasn't gone to the point
of acetylene yet. That gives you a risk of

failure. We score that risk of failure and then we
determ ne how many customers are fed off that
transformer. So it's risk of failure versus
consequences and that's how you arrive at the
number .

If the transformer was in worse shape,
for instance, it has acetylene instead of ethylene,
t hen you'd say, Well, okay. That's in worse shape.
So the risk of failure is higher, but the
consequences are the sane.

And in a simlar fashion, if the
transformer serves fewer customers, then the risk
of failure may be the same, but the consequences
are less. So it's a balanced approach.

Q And is that risk assessment, the criteria
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met hodol ogy, also applied to all of the four
categories that you tal ked about or are they
strictly projects that are falling, for exanple, in
corrective maintenance or something essential to
reliability?

A. No, we risk-score just about everything
t hese days. There may be a few that are not

ri sk-scor ed.

Now, for instance, new busi ness. | t
doesn't -- it doesn't make much sense to risk-score
new busi ness. | f you have a high-rise going up in

Chi cago, you're not going to say no because, you
know, the consequences of not hooking you up are so
| ow. So that's mandatory work. We have to do
t hat .

Q Hm hmm

A And we also will risk-score capacity
expansion as well, although then the risk score is
applied to different scenari os.

You have to do the capacity expansion to

stay within criteria, but there may be vari ous

alternates that you could use. And we'll use the

163



10

11

12

13

14

15

16

17

18

19

20

21

22

risk-scoring tool as a way to prioritize that and
l and on the right answer.
Pretty detail ed process.
Q And then once those risk numeric values are
assigned to the individual projects, then it goes
t hrough a | ayer where it's approved by vice

presidents and senior vice presidents?

A. That's correct.
Q And is that an automatic sign-off typically
or do --
A No.
Q No ?
What -- can you talk about that process?

Do sometimes vice presidents say no to projects?

MR. FOSCOC: Your Honor, |'m going to renew ny
obj ecti on again. | think we've went on through a
| arge number of questions since ny |ast objection
and we're not any closer to focusing on the issues
in this case

JUDGE HAYNES: Yeah.

MS. LUSSON: Well, your Honor, if | could, I

think an important issue in this case is how do we
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pay for and add capital additions, because the
Conpany's proposed a new met hodol ogy for doing that
in Rate ACEP.

So | think it's inportant for the
Comm ssion to understand the -- the kinds of
processes that exist now for approving capital
additions and what kind of |ayers of approval
and -- and verifying that occur under the existing
framewor k.

And if, in fact, the projects that
aren't a part of the capital budget process are not
a part of that process, then | think that's --
that's a significant point for the Comm ssion to
consi der.

| have only -- | have a handful of
guestions more along this |ine.

JUDGE HAYNES: Okay. Because you said half an
hour and we're at 45. So if you could bring it to
a close, make your point here. W understand it's
going to be a different process.

BY MS. LUSSON

Q Now, | think we were tal king about the
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| evel of approval or the kinds of approval that has
to occur after this risk assessment occurs?

A Correct.

Q So those -- those projects and the risk
assessnment nunbers are presented to vice presidents
and senior vice presidents?

A. That's correct.

Q And do those vice presidents automatically
sign on on the projects requested in those risk
assessment s?

A Absol utely not.

Q Then what kind of give-and-take then occurs
at that point between the business units?

A. Well, yeah, it's not -- you know, | think
you made a statement, can the VPs say no. W don't
say no. \What -- it's a challenge process.

So using our experience and our
knowl edge, we may chal |l enge the risk score. W may
chal | enge the prudency of the job. W may
chal | enge the consequences. I n other words, you
say, Did you get this right? You know, in nmy

experience, | think the consequences may be higher.
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In my experience or my technical know edge, based
on my individual background, | think the risk may
be different than what you're saying.

So there's a chall enge process that
t akes place. And then once the foundations are
established, of course, you have to prioritize the
entire work across all categories.

There's sonme categories that the
consequences are inherently |ower than other
cat egori es. | f you didn't balance that across all
the categories, you' d have some categories where
wor k woul d never be done because the consequences
are so | ow.

So -- so it's more of a bal ance. It's
more of a bringing the experience and the know edge
of the team together to arrive at a good, bal anced
deci si on.

Q And would it be fair to characterize this
as a system of checks and bal ances to ensure that
the projects that are nost inmportant to the Company
are actually placed in the capital budget?

A. Yes.
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Q Now, the -- that work category, target and
risk assessnment and vice president approval
process, does that take place during those summer
mont hs that are listed here in the approximate time
frame or does that go into the fall as well?

A Yeah, there's two | evels of that. One is
you -- the approvals take place for the overall
budget when the overall budget gets set, and then
there's also a process that takes place through
what's called the plant review process -- PRC,
pl ant review commttee, for the | arger projects and
that's ongoi ng throughout the year.

There are multiple |Iayers of review and
approval s.

Q Now, the -- and just to wrap up here,
| ooki ng at Page 2 of this, the business unit budget
and work plan is approved by vice presidents and
senior vice presidents.

Is it at that point that the sort of
wi nnowi ng down or the narrowi ng of the fina
projects to be presented to the board of directors

is getting finalized?
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A | ndi vi dual projects don't get -- typical
do not get presented to the board of directors
unl ess they're very high

So the board of directors doesn't weig
in and accept or reject individual projects.

That's for the operating business units.

Q And the vice presidents in that approval
process?

A. That's correct.

Q And the executive commttee, does that lo

at the overall numbers or are they also a part of

t hat approval process that we've been di scussing?

A Depends on the dollar vol une.
If -- the CMC -- what |I'mcalling the
CMC, our executive commttee, will review our

budget at its highest |evel across the categories
across the business units -- operating business
units at the highest |levels to make sure that
they're bringing their experience to bear, make
sure we have a bal anced budget.

And then if an individual project is -

is worth enough money, has high enough profile,

y

h

ok
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then the CMC will review and approve that.

Q And was the proposed -- you may have
answered this question, but | just want to
clarify -- the proposed EV pilot a part of the past

year's or next year's capital budget process?

A WAs not.

Q And -- okay. And just to confirm any
di stribution automation smart grid projects that
woul d be a part of or paid for through Rider -- or
Rat e ACEP woul d not go through that capital budget
process; is that correct?

A. Well, once again, the rate -- the proposal
under alternate regulation |ays out a process to
come to what those smart grid i nvestments would be.

So in our -- in our testimny, in our --
in the proposal, we didn't propose a specific set
of infrastructure under that. W left it open to a
process that was |aid out.

That's different than the EVs where
we're very specific under alt reg exactly what
vehicl es we woul d buy, what nmoney we woul d spend.

That was very different.
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Q Okay. So just to clarify, make sure |
understand, the distribution automation smart grid
technol ogy that would be paid for by Rate ACEP do
not go through the 12-month process that we've been
tal ki ng about ?

A Well, there's a whole bunch of different
processes that we just tal ked about.

Q Hm hmm

A. So any project that has any funds, any
funds associated with it, is going to go through
that -- is going to go through that type of
process.

Dependi ng on what it -- now, what we're
tal ki ng about here is recovery mechani sns, how we
recover those costs. The EVs are a great exanmple
of this.

EVs, if you -- | don't need EVs.

don't need a single electric vehicle to operate ny

fleet. They can just do fine on internal
combusti on engi nes. | don't need them at all
The question that we have -- so,

therefore, in terms of risk scoring, you know,
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t hose would fall very low on the scale. Wy do
need them? | can buy internal combustion engi nes.
They cost less; | know what the maintenance is; |I'm
al ready stocked for the spare parts. | don't need
to ever buy an electric vehicle.
The question we have is, is that
somet hing that offers a benefit? |Is that a
direction we want to go? That is a perfect exanple
of somet hing that needs an upfront discussion to
think -- and decide if we think that has enough
merit to pursue.
I n our regul ar budget process, we

woul dn't go with an electric vehicle. They cost
more and they serve the same need as an internal
conmbusti on engi ne.

Q And | think in one of -- a response to one
of your questions (sic), you suggested that the
di stribution automati on equi pment that would be
paid for through Rate ACEP has sone sort of review
process. Is it this process?

A. The -- it would -- it would go through that

process under the banner of the alternate
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regul ation forum

Q So it would be a 12-nonth process with all
t he kinds of checks and bal ances that we've been
tal ki ng about ?

A. Well, 12-month process... A lot of that
process has already taken place in order to even
submt the alternate regul ation.

So in this particular case, what the --
for the EVs, it's -- we've already been authorized
t hat under alternate regulation -- if alternative
regul ati on was approved, if that recovery mechani sm
was approved, then the purchase of these vehicles
in that project would go forward.

Now, at that time, though, you still go
t hrough a project chall enge process. So are you
getting the best price for the electric vehicles?
Are you assigning the best -- the best technol ogy?
Have you -- have you entered into the best
contracts? And that process would still take
pl ace.

Q And has that process taken place for the EV

pil ot that you're proposing in this docket?
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A. Well, it's not a project yet. So we

haven't entered into the project -- the individual

project chall enge process yet.

We've got the -- we've got the overal

project outlined. W've got what we call a Phase

project outline. W' ve got the funds approved,

subject to approval of the recovery mechani sm

Now, once the project's approved, then

it goes into the project managenment process, that

PRC process | described earlier with all the

subsequent chall enges associated with that.

|'msorry. There's just nore than one

review process that we go through. It's not -

it's not as sinple as you start at Point A and you

end at Point D.

Q And has the -- the Conmpany is designating

190, 000 smart neters that would be proposed if
Ri der A -- Rate ACEP is approved.

Have those 190,000 meters -- that
selection of that number gone through a budget
chal | enge process?

MR. FOSCO: Your Honor, |I'm going to object

to
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t he questi on. | think it m scharacterizes evidence
in this proceeding.

| don't think we have 190, 000 neters
that are part of the alternative regulation
proposal .

MS. LUSSON: It's the number that's referenced
in M. Marquez's testimny, which would be, as |
understand it, proposed if Rate ACEP is approved.
BY MS. LUSSON

Q Have that -- to your know edge, do those --
have those AM meters gone through a budget
chal | enge process?

MR. FOSCO: Your Honor, |I'm going to continue to
obj ect . | think that's based on a m sunderstandi ng
of the record.

MS. LUSSON: What is it that |'ve m sstated?

MR. FOSCO: Well, | don't think -- there's not a
currently pending proposal to approve 190, 000
meters in this docket.

MS. LUSSON: | understand that.

MR. FOSCO: There's a mechanism And that's

what you just stated, though, is that this docket
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i nvol ves a proposal for 190,000 meters, and that's
not accurate.

JUDGE HAYNES: What -- | think with the
clarification that we all understand that the
Conpany's not proposing that in this docket at this
time, | think her question nore goes to whether the
budgeti ng process has started for the meters.

Am | --

MR. FOSCO: That question would be fine.

JUDGE HAYNES: | s that what your question was,
M ss Lusson?

BY MS. LUSSON

Q If, in fact, Rate ACEP is approved, would
ComEd submt 190, 000 neters through a budget
process -- you know, this budget process?

A Well, once again, the -- some of that
budget process has already taken place and that
happened prior to us submtting the alternate
regul ati on proposal .

We woul dn't have submtted an alternate
regul ati on proposal that has -- in Dr. Henphill's

testi nmony has some scope -- defined scope and then
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some suggested scope -- that's the DA, the smart
meters, et cetera -- without that kind of executive
revi ew

So if the alternate regulation is
approved, then those kind of funds have already
been revi ewed under that recovery mechanism  The
i ndi vi dual project challenge process has not begun
on those, which is an ongoing process.

Q And would -- would the board of directors
and the executive commttee sign off -- is the plan
for themto sign off on any of these projects that
woul d be recovered on Rate ACEP?

A Can you restate that, please?

Q s the plan for any -- for the executive

comm ttee or the board of directors to sign off on

any -- on the projects to be requested through
Rat e ACEP?
A. Well, you know, |I'd have to review the

aut hori zation | evels of the projects.
At sonme of the volume and some of the
nunmbers that we're tal king about here, when you go

t hrough the project approval process, |'mpretty
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sure those would end up at the ComEd board, but |
have to check the nunmbers. 1|'d have to check what
the dollar figures are.
MS. LUSSON: Thank you, M. MMahan.
We woul d nove for the adm ssion of
AG Cross Exhibit 3.
JUDGE HAYNES: Okay.
MR. FOSCO: No objection to 3, your Honor, to
AG Cross Exhibit 3.
JUDGE HAYNES: AG Cross Exhibit 3 is adm tted.
(Wher eupon, AG Cross
Exhi bit No. 3 was
admtted into evidence as
of this date.)
JUDGE HAYNES: Staff?
MR. SAGONE: Thank you, your Honor.
CROSS- EXAM NATI ON
BY
MR. SAGONE:
Q Good afternoon, M. MMahan. My nane is
John Sagone, and |I'm an attorney representing the

| CC Staff.

178

' d



10

11

12

13

14

15

16

17

18

19

20

21

22

If any of my questions are unclear, just
|l et me know, or if you need me to repeat one,
pl ease et me know.

A. Thank you

Q First, I'd just like to ask you a little
bit about the distribution automation prograns.

In your direct testinony, you discuss
t hese types of progranms, correct?

A Yes.

Q And | direct you now to your direct
testinmony, Page 7, Lines 129 through 130. You | et
me know when you're there.

A Yes.

Q There, you state, quote, How does ConmEd's
proposal provide a means of timely depl oying
cost-beneficial DA technologies to custoners; is
t hat correct?

A Yep.

Q As you use the term "cost-beneficial," does
cost-beneficial mean the sanme as expected benefits
woul d exceed the expected cost?

A. That -- in this case, there's not -- when
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we deploy the -- when we deploy the DA, there's not
a direct cost-benefit analysis performed, in
meani ng that there's not a sheet of paper that says
if I do -- if | spend this money, this is the
dol I ar value, the benefits that have to be -- that
we're going to derive.

Rat her, the -- because of -- the
benefits of distribution automation, particularly
when you call -- talk about the automatic switches,
go to the customer in the form of avoi ded outages.

So in this particular case, when we do
our analysis on DAs, we'll take several factors
into account. But, basically, what you're trying
to do is install the device where you can avoid the
most customer interruptions. That's based on the
circuit size, its position, its configuration and
how many people are on it.

Q So, in other words, no direct cost-benefit
anal ysis is performed?

A No.

Q |'d i ke to ask you some questi ons about EV

technol ogy.
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A. Sur e.

Q First, as vice president of smart grid
technol ogy, you're responsible for the devel opment
and i mpl ementation of strategic smart grid programs
and ot her technol ogy advancenment initiatives in the
areas of para-grid (phonetic) operations, electric
vehicles, and distribution, transm ssion and
substation automation; is that correct?

A Yep.

Q And as part of your responsibility for the
devel opment and i nmpl ementation of technol ogy
initiative -- advancenent initiatives in the area
of electric vehicles, is it correct that you are
generally aware of ConmEd's initiatives in this
area?

A Yes.

MR. SAGONE: Your Honor, may | approach the
wi tness?

JUDGE HAYNES: Sur e.

MR. SAGONE: | would note for the record that
| "' m presenting the witness with an extract from | CC

Staff Exhibit 9.1.
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Woul d your Honor like to | ook at a copy?

JUDGE HAYNES: Sur e.

THE W TNESS: Okay.

BY MR. SAGONE:

Q Specifically, these include the Conmpany's
responses to ICC Staff Data Request No. JLH 1.08
and | CC Staff Data Request No. JLH 1.10 and
associ ated attachnments.

M. McMahan, do you recogni ze those data
responses?

A Yes.

Q And you were the sponsor for those

responses; is that correct?

A Yes.

Q | would note on Page 2 of the attachment to
JLH -- Data Request Response JLH 1.08 --

A. ' m sorry. \Where are you?

Q It would be Page 33 of 105.

A. Okay. Yep.
Q | see you have |listed there -- | believe it
is -- bear with me for a second -- 25 charging

stations for plug-in vehicles?
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A. Yes.
Q And earlier, in response to the AG s
guestions, did you state that ComEd has 36 charging

stations?

A We do.

Q And what are those 11 charging stations
for?

A. The 36 charging stations that we currently
have just recently -- | mean, the concrete's barely
dry on them-- they're in anticipation of receiving

some electric vehicles through an EPRI grant.

Q An EPRI grant?

A. EPRI program

Q Okay. Aside from that change, are the
answers you provided in these responses still true
and correct and conpl ete?

A. Yes. Well, the solar canopy, we're --
since we submtted this, the solar canopies, we --
we're working with i Go (phonetic) to try to shift
t he solar canopies to i Go. The notion being is
they'll be able to do a better test on that

technol ogy because of the vehicles.

183



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Coul d you point to exactly where that --

A Pardon me -- see where it says, Charging
station with 2.4 kilowatt solar canopy.

Q. s that on the attachment?

A Yeah. It's on Page 33.

Q Thank you

So you just mentioned the denonstration

project was with EPRI?

A. Ri ght .

Q s that the GM Volt denonstration project?

A. Yeah, we're going to get 11 GM Vol ts.
Someti me.

Q So 11 Chevy Volts.

Woul d you accept, subject to check, that

t he MSRP, or manufacturer's suggested retail price,
of a GM Volt is $41,0007?

A Yeah, | think it's 40,256, but cl ose
enough.

Q And based on this MSRP, the 11 vehicles
woul d cost ComEd, before taxes and tax credits,
approxi mately $451, 000, subject to check?

A. Yeah. Okay.
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Well, it doesn't cost us that. | mean,
we -- we're not paying that full price. W pay
the -- the grant program takes into account the
incremental cost between a traditional vehicle and
EV, and then our cost share portion is the base
cost of the car.

Q And what grant are you referring to?

A Well, it's the EPRI program It's part of
a | arger EPRI program

Q Do you know how much that grant program
woul d cost of the total cost or what percentage of
the cost it will cover?

A | don't have that exact figure.

Q So based on ComEd's current fleet of hybrid
el ectric bucket trucks, which you referred to in
the DR responses --

A. Ri ght .

Q -- the plug-in hybrid vehicles, as well as
this EPRI pilot program which you referred to --
|"msorry, the EPRI PHEV bucket truck project and
this -- the Clean Cities project, which is being

referred to, and this EPRI GM Volt project, is it

185



10

11

12

13

14

15

16

17

18

19

20

21

22

fair to say that these initiatives will help ComEd

assess the electric vehicles' ability to repl ace

carbon-fueled vehicles in their utility fleet?
A It will.
Q Is it also fair to say that these projects

shoul d provide ComEd with know edge of the
life cycle costs of ownership of these vehicles?

A It will.

Q Wuld it also be fair to say that these
projects should provide know edge to ComEd of EV
operational considerations, including
identification and resolution of any potenti al
probl ens?

A It will.

The issue with all that is there's 11
There's 11 GM Volts, and that's not a very | arge
sampl e si ze.

Q Woul d you al so agree that these projects
can be expected to produce a Iimted reduction in
em ssions and other environmental benefits conpared
to vehicles that run on conventional fuels?

A. Yes.
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Q And woul d you agree that these projects are
expected to allow renote communi cations and | oad
management capabilities associated with some of
t hese vehicl es?

A. Yes.

Q The -- and just a foll ow-up question.

Regar di ng di gger derricks, you have two that are

proposed in the current pilot; is that correct?
A. Correct.
Q And do you consider this to be a sufficient

sampl e size?

A Well, no, but we don't have -- we have 600
vehicles on property for electric vehicles. ' m
sorry. We have 600 vehicles for cars, you know,
about 600 cars on property. W have about -- a
little over a hundred of the digger derricks.

So it's -- our fleet size is much
smal ler as well. And the price difference, you
know, these are |arge vehicles. So you have to be
a little cautious in saying that, you know, you're
going to go out and buy a fleet of 11 to test them

out because, in that case, you're tal king about a
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| ot more nmoney.

Q So it's not a sufficient sample size?
A. Pardon me?

Q It's not a sufficient sample size?

A We'd |ike to have nore.

MR. SAGONE: A moment, your Honor?

JUDGE HAYNES: ( Noddi ng.)

(Pause.)
BY MR. SAGONE:
Q " m sorry. One further question.
So the 11 vehicles -- the 11 Volts, do

you consider that to be a sufficient sanple size?

A. 11's a good nunmber to start with. | think
11 could give us some information, but you'd I|ike
to have a |l arger sanple size than that.
Absol utely.

The other difference is, of course,

Chevy Volt and the Nissan Leaf which is proposed --
what is proposed in our -- in our pilot are two
di fferent vehicle types and they operate
differently.

The Chevy Volt has a 40-mle range. The
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Leaf has a --

MR. SAGONE:

asked about whet

' m sorry. Obj ecti on. | just

her the 11 vehicles were a

sufficient sanple size.

THE W TNESS:

No.

MR. FOSCO: And | -

think the witness --

JUDGE HAYNES:

MR. FOSCO: -

JUDGE HAYNES:

He was expl ai ni ng his answer.

- expl

He was expl aining his answer.

| would say no.

- I'"msorry, your Honor.

ai ned his answer.

We'll leave it in the record.

MR. SAGONE:

THE W TNESS:

My apol ogi es.

Okay.

MR. SAGONE: We have nothing further, your
Honor .
JUDGE HAYNES: Thank you.
Redi rect ?

MR. FOSCO: Can we have just a m nute, your

Honor ?

JUDGE HAYNES:

JUDGE HAYNES:

Oh, yeah

(Recess taken.)

Let'

S go back on the record.
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Any redirect?

MR. FOSCO: Yes, your Honor.

REDI RECT EXAM NATI ON
BY
MR. FOSCO:

Q M. MMahan, do you recall that you were --
| believe it was by Staff counsel, M. Sagone --
asked some questions about the cost-effectiveness
of the distribution automati on projects?

A. Yes.

Q Okay. How does ConEd assess the
cost-effectiveness of distribution automation
projects?

A Well, in terms of cost-effectiveness, we
measure the cost of installing the distribution
automation versus what we'll call the avoided
customer interruptions.

So the cost of portfolio technol ogy, if
you're going to spend some noney, what -- in the
system performance category, if you're going to
spend noney, how many avoi ded customer

interruptions do you expect to get fromthat --
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fromthat installation, fromthat cost. And that's
how we measure it. It's how much do you spend
versus how many outages do you avoid. And then

t hat gets stacked up agai nst other technol ogi es.

Q Okay. And can you explain again the range
of equi pment that we're tal king about in ternms of
the distribution automati on projects as you use
that termin your testinony?

A Yeah. Di stribution automati on covers a
wi de range of projects; but, typically, for ease of
description, it's mostly automatic recloser
switches. These are devices that sense a fault on
the system and segnent a |ine so that half of the
customers can stay on, half of the customers stay
off, or reconfigures the line so that everyone has
power that -- that is not at the heart of the
faul t.

So it's either a segnmentation and/or a
reconfiguration of the lines.

Q So it generally involves various uses of
automatic reclosers or automatic switches?

A. That's correct.
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Q M. Sagone al so asked you some questions
about ConmEd's use of GM Volts under the -- |
believe it was the EPRI project?

A. Ri ght .

Q I n your opinion, does the existence of that
proj ect supersede the need for the EV pilot that
ConEd's proposing in this case?

A No, | don't -- | don't believe it does.
There's differences between the two.

On the one hand, you know, 11
Chevy Volts isn't a very good sanmple size to start
with. It's better than nothing. The other is, we
antici pate purchasing Nissan Leafs for the -- for
the pilot and those are two separate technol ogi es.

The Chevy Volt has a 40-ml e range. |t
al so has a gasoline-powered pony (phonetic) notor
init. The Nissan Leaf has a hundred-mle range
and it has no backup power at all. So it's
strictly pure electric vehicle.

So this is an assessnment of two
different technol ogies that allows you to do a

side-by-side. And then out of that, we'll be able
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to determ ne what's the best technol ogy for the
service territory moving forward. That's our hope.
And the life cycle cost of those two

vehicles is going to be different as well because
Chevy Volt has different components in it than a
Ni ssan Leaf has. So if you're going to decide
whi ch technol ogy to bet on, you want to -- you want
to take a side-by-side conparison of the Iife cycle
costs, have a good basis of that, and then nove
forward.

Q You recall that M. Sagone al so revi ewed
certain other use of various types of electric

vehicles by ComEd such as plug-in hybrid --

A. Ri ght .

Q -- electric vehicles?

A Yeah.

Q And, basically, the same question they had

about the Chevy Volt project:

Do you still believe that the EV pil ot
t hat ComEd proposed is needed, given those other
projects that M. Sagone reviewed?

A Wel |, absolutely.
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| mean, the projects we have proposed in
the EV pilot are going to give us some val uabl e
informati on; and not only that, we're going to
share that information broadly with -- not only
with the industry, but with the general popul ation
as well who will have access to it.

So, you know, what is the life cycle
cost of some of these electric vehicles. W just
don't know.

Q And can you explain again -- or |'m not
sure that you covered this, but can you explain the
di fference between the -- testing a plug-in hybrid
electric vehicle and then a pure electric vehicle,
or why is that a different function?

A Well, the -- the Volt and the Nissan Leaf
are both electric vehicles. The plug-in hybrid
electric vehicles are a combination. They
regenerate their batteries based on -- based on
regenerative brakes and then they also plug in.

The plug-in Priuses we have -- the
plug-in hybrid Priuses we have are aftermrket

retrofits and they do not represent the current
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technology at all. There's a five kilowatt-hour
battery in there and then you -- and that operates
separately fromthe battery that is charged off of
regenerative charging.

So those are -- those are entirely
separ at e. You can't use your experience with
those -- these aftermarket retrofits to make some
assessnments based on the pure EVs.

MR. FOSCO: Your Honor, we have nothing further.

JUDGE HAYNES: Does anybody have recross?

MR. SAGONE: Yes, your Honor. Just one further
gquesti on.

RECROSS- EXAM NATI ON
BY
MR. SAGONE:

Q M. MMahan, you referred to val uable
information that would be gained, in the questions
t hat you were just asked.

Can you tell me what exactly does that
mean? What kind of information?

A. Sur e.

| think that's in the testinony, but the
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primary focus of the pilot is on the Iife cycle
costs. So we'll have information based on usage,
battery life, how much it actually discharges, how
much it actually recharges; what the -- what the
life of the battery is; in other words, how fast
does that battery really degrade; what are the

mai nt enance costs associated with these electric
vehi cl es.

You know, if you read the |literature,
you take in, you know, an electric vehicle for a
tune-up. I'mfinding that a little hard to
bel i eve. So what is the ongoing regul ar periodic
mai nt enance you need to do with these.

And there's a whole list of other itens
as well that we covered, | believe, in the rebuttal
testi nony.

But the major -- the major focus of the
EV pilot is on how much do these costs over their
life, because on a first-cost basis, they do not
pay for thenmsel ves. They're nore expensive.

Ni ssan Leaf is 32 and change, and the Chevy Volt

is, as you said, about $41, 000. You can buy an
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conmbustion engine. So do these things pay for
t hensel ves over their lifetime.

Q And then going back to the issue of
cost-benefits and cost-beneficial -- is it -- is it
correct that any program that does not meet the
i nternal cost-benefit test is rejected?

A. What internal cost benefit progrant

Q Wel |, that you had di scussed, the
cost-benefits analysis that you had di scussed in
your follow-up, cost of installing versus avoiding
customer interruptions.

A. Oh, okay.

Well, you know, it's not a -- it's not a
t hreshol d. It is not because there are certain
t hi ngs that you need to do that are going to cost
more and have nmuch | ower impact on avoi ding
customer interruptions than others.

Di stribution automati on, we believe, has
t he bi ggest bang for the buck, but you can't just
run over and do all that within our -- within our

budget s. You can't run over and do all that at the
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exclusion of other -- of other areas.

For instance, our underground
residential program where these are -- these are
cables that run in the underground in the back of
everybody's house, in the back of every suburb,

t hose cables fail as well, and -- but a typical
interruption of those cables is five people. So
you got to bal ance it.

Once again, as | said when we were
t al ki ng about our budgeting process, we have to
bal ance across categories using sonme judgement as
to where we want to place our noney.

MR. SAGONE: One monment, your Honor.

JUDGE HAYNES: " m sorry. | didn't hear you.
MR. SAGONE: " m sorry. Just a moment, your
Honor .

JUDGE HAYNES: Okay.
(Pause.)
BY MR. SAGONE:
Q M. MMahan, with reference to the Cl ean
Cities Grant, does that strictly include the

purchase of hybrid vehicles or could Leafs be
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purchased with those funds instead?

A. Well, that -- that programis pretty well
set. So the number of vehicles we're going to have
in the Clean Cities Grant is -- | believe is

determ ned.
| don't -- | don't know if it could have
been steered one way or the other earlier in the
process, but our portfolio under that Clean Cities
Grant is fixed at this tinme.
MR. SAGONE: Okay. Thank you, M. MMahan. W
have nothing further.
JUDGE HAYNES: Thank you.
MR. BOROVI K: | just had a few questions.
RECROSS- EXAM NATI ON
BY
MR. BOROVI K:
Q You tal ked about reclosers.
Are you currently installing reclosers
on ComEd's systent
MR. FOSCO: Your Honor ?
JUDGE HAYNES: Yes.

MR. FOSCO: That was redirect on
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cross-exam nation by Staff. It didn't address an
i ssue by the AG

MS. LUSSON: It's new testimny, your Honor.

JUDGE HAYNES: And so he did talk about it on
redirect --

MR. FOSCO: Yes, your Honor.

JUDGE HAYNES: -- correct?

What's your question?

MR. BOROVI K: s it ComEd currently installing
recl osers on their system

JUDGE HAYNES: Yes or no?

THE W TNESS: Yes.

BY MR. BOROVI K:

Q | won't ask any more questions on
reclosers, but | have one question on batteries for
EVs.

s -- is it correct that a | ot of nmoney

is being invested on battery technol ogy and t hat
the technology is fluid?

A. You know, that's an area of big debate
ri ght now.

Your first statenent is correct.
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There's a | ot of money being invested in battery
t echnol ogy. That's correct. How fl uid and what
ki nd of -- what kind of scale you're going to see
t hose prices come down on the batteries is a
subj ect of |arge debate. 75 percent of the costs
of a battery is the material.
Q But not only the costs, but the
i mprovements in efficiency?
A That's all cost. It is measured in dollars
per kil owatt-hour.
MR. BOROVI K: No further questions.
JUDGE HAYNES: Thank you.
Okay.
MR. FOSCOC: No re-redirect.
JUDGE HAYNES: Oh, good. Okay.
Thank you, M. MMahan
Then we are continued until tomorrow at
9:00 a. m

MR. BOROVI K: Your Honor, should | nmove into the

record M. Colton's -- | could do that tonorrow as
wel | .  Whatever your Honor prefers.
JUDGE HAYNES: Well, before we go there, |
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have -- the AG owes nmy hard copies on --

MS. LUSSON: Ri ght.

JUDGE HAYNES: -- two of the cross exhibits. On
AG Cross Exhibit 1 and AG Cross Exhibit 2, although
AG Cross Exhibit 2 is not in the record.

MR. BOROVI K: | believe it's just 1 and 3 now.
Ms. Lusson's second one was 3 or.

MS. LUSSON: Just to clarify, |I think I did nove
for the adm ssion of AG Cross Exhibit 3.

MR. FOSCO: She did.

JUDGE HAYNES: 1 and 3 are in the record. And |
need a copy of 1.

MS. LUSSON: Ri ght.

JUDGE HAYNES: And so 2, we'll just w pe all
mention of it out. Okay. Very good.

MR. BOROVI K:  Your Honor, | don't believe -- |
mean, it wasn't stricken from what was said as far
as 2 goes. So, | mean, we're not admtting it into
the record, but there was some discussion about it
on the record.

JUDGE HAYNES: Well, but | don't have any copies

of it. So if you want it to be -- you m ght pursue
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this at sonme other |level or something, you' d have
to get a copy. Although it's not in the record.
MR. BOROVI K: | understand, your Honor.
JUDGE HAYNES: Okay. Did you want to do
M. Col ton?
MR. BOROVI K: ' mready, your Honor. | t
woul dn't take but a m nute.
JUDGE HAYNES: Okay.
MR. BOROVI K: Thank you

Your Honor, the People would like to
move into the record AG Exhibit 2.0, the direct
testinony of Roger D. Colton, including an
Appendi x A and B that was filed on e-Docket
November 19th, 2010.

Al so, AG Exhibit 4.0, the rebutta
testi nony of Roger D. Colton, filed on e-Docket
December 22nd, 2010.

And, lastly, the AG Exhibit 4.1, the
affidavit of Roger D. Colton. That will be filed
on e-Docket today.

JUDGE HAYNES: |s there any objection?

MR. RIPPIE: There is no objection, and we hope
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he's enjoying his trip to Irel and.

JUDGE HAYNES: Oh, okay. Those -- the testinmony
of M. Colton and his affidavit are admtted into
record as filed on e-Docket.

(Wher eupon, AG
Exhi bit Nos. 2.0, 4.0 and 4.1
were admtted into evidence as
of this date.)

JUDGE HAYNES: Okay.

MR. REDDI CK:  Your Honor, if | could take care
of one of m ne?

JUDGE HAYNES: Okay.

MR. REDDI CK: Conrad Reddi ck on behalf of the
II'1inois Industrial Energy Consuners.

l'd like to move into the record the
testinony and exhibits of Robert Stephens.
M. Stephens has provided direct testinmny | abel ed
Corrected Direct Exhibit 1.0, which was filed on
e- Docket on January 21, 2011

Acconmpanyi ng that testimony are Exhibits
1.1, 1.2 and 1.3, all of which were filed on

November 9t h, 2010.

204



10

11

12

13

14

15

16

17

18

19

20

21

22

M. Stephens also has prepared rebuttal
testinony | abeled Il EC Exhibit 2.0, which was filed
on e-Docket December 22, 2010.

And the affidavit in which M. Stephens
adopts these exhibits as his sworn testimny has
been filed on e-Docket today, January 25, 2011, and
is |labeled Il EC Exhibit 3.0.

l'd Iike to move those into the record,
pl ease.

JUDGE HAYNES: | s there any objection?

MR. RIPPIE: There is none.

JUDGE HAYNES: Okay. | Il EC Exhibits 1.0, 1.1,
1.2, 1.3, 2.0, and 3.0 are admtted into the
record.

MR. REDDI CK:  Your Honor, 1.0 was corrected.

JUDGE HAYNES: Corrected.

MR. REDDI CK: Yes.

JUDGE HAYNES: 1.0 corrected as filed on

e-Docket are admtted into the record.
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(Wher eupon, I1EC

Exhi bit No. 1.0, 1.1, 1.2, 1.3,
2.0, and 3.0 were

adm tted into evidence as

of this date.)

MR. COFFMAN:  Your Honor, if this is a
convenient time, | would offer --

JUDGE HAYNES: That's okay. This is lunch tine.
Go for it.

MR. COFFMAN: | have two exhibits that are the
testi nony of Barbara R. Al exander, witness for
AARP, filed AARP Exhibit 1.0 on Novenber 9, 2010.
And M ss Al exander's rebuttal testimny is AARP
Exhibit 2.0, and that was filed on December 22nd,
2010.

And they do not have the exhibit number
desi gnation on them | just realized that. But
that is how we would Ii ke to designate them

JUDGE HAYNES: That's fine.

And does she have an affidavit?

MR. COFFMAN: Yes. The affidavits for both

these testimnies were filed at the same time as
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the rebutt al
JUDGE HAYNES:
attached to that

t hi ng?

Should we call it

MR. COFFMAN:
docket, but
JUDGE HAYNES:
affidavit
MR. COFFMAN:

JUDGE HAYNES:

Heari ng none,

adm tted.

on Decenber

testinony or is it

It was separate --

is 3.0 and that

22nd.

Okay. Did you -- is that

a separate

3.07?

in the separate

filed on e-Docket.

Okay. We'll call that -- the
was fil ed December 22nd.

Yes.

Okay.

Any objection?

t hose exhibits are

(Wher eupon, AARP

Exhi bit Nos. 1.0, 2.0 and 3.0

JUDGE HAYNES:

MR. COFFMAN:

JUDGE HAYNES:

MR. RI PPI E:

We are begi nning,

were admtted into evidence as
of this date.)

Okay?

Thank you

Gr eat .

your Honor, at
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9:00 a.m tonorrow?
JUDGE HAYNES: 9:00 a.m for M. Stoller.
Gr eat . Thank you.
(Wher eupon, said hearing was
continued to January 26, 2010

at 9:00 a.m)
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